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17 October 1944 


Miss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. Will you kindly see that 
it reaches his desk. 

Thank you. 

Sincerely, 

ftUjL 

William J. Donovan 
Director 
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The following report which I believe you will find of 
interest was transmitted to us by our representative in Bern 
v<ho obtained it from an agent inside Germany. This report 
contains an account by Veesenmayer, German minister to Hungary, 
of conversations which he had with Admiral Horthy and Premier 
. Lakatos: 

"I paid a call on Admiral Horthy today and spoke to 
him along these lines: (1). It has already been proven 
that the alarming military information, on which the Kron- 
rat's decisions of the day before were founded, was in part 
colored or untrue. (2). From both a military and a tech¬ 
nical standpoint, the proposed 24-hour period is ridiculous 
and cannot be regarded as anything but a deliberate provocation, 
(j). The Beich Government has again and again declared its great 
concern *ith the position taken by Hungary and for that reason 
has done all it could to aid its ally in all conceivable ways. 
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(4). Should the Hungarian government offer to come to terms 
with the Allies in order to save the country's blood, the 
only result would be to destroy her existence. (5). Ivery 
proof points to the fact that the Allies have no thought to 
date of tangling with the USSR over Hungary. In the light 
of this, the Soviets would take advantage of such evidence 
of debility to overpower the country with a minimum of troops, 
while the Anglo-Saxons would do nothing about it. (6). Fur¬ 
thermore, sucn evidence of weakness would dash the final hopes 
held by certain circles in the country that Hungary would re- 
. main a part of the western hemisphere (sic). (7). I further 
declared to Horthy that I had positive proof that, should 
there be an armistice offer, important sections of tne country's 
, .army would refuse to obey and merely b o over to the German 

army. (8;. In addition, it was possible that sections of the 

% 

population would not accept the surrender but-launch a revolu¬ 
tion; in such an eventuality, we would be forced to show our 
sympathy with the revolutionists. Were this to take place, 
history would show up Hungary as a traitor and weakling. Her 
only choice lies between self-destruction and a continuation 
of the struggle on the side of the Reich in the hope of a 
possible triumph, even though the most supreme sacrifice must 
be made. 
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"The Admiral stated that the sole thing which would 
lead him to seek an armistice would be conclusive proof that 
it was due to the failure of the German assistance which had 
been promised that the Soviet armies invaded his country 
without a fight. He said that he also would rather keep on 
with the war but that he could not assume the responsibility 
of sacrificing hie army to no use when they did not have 
enough strength or arms. He was aware of the technical ab¬ 
surdity represented by the 24-hour period and he had never 
meant it as such. Should the desired German assistance get 
there or at least be en route before a major Soviet drive, 
he would be satisfied. Whatever happened, he would notify 
the Reich government in plenty of time of any decision that 
might be taken as he had no wish to be considered a traitor. 
Unfortunately, he is certain that Germany has no chance of 
winning this war but he would also rather have his country 
occupied by British and U.S. than by the Russians and he will 
fight against the latter for as long as this chance exists. 

Once more he requested military assistance as soon as possible 
but, from past experience, did not place much faith in its 
arrival. He declared that his wife would not leave the capital 
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but he asked once more that his daughter-in-law and grandson 
be given a transit visa for Switzerland. With an air of 
resignation, he said that he would not care what happened if 
he knew they were out of danger. He seemed to be exhausted 
and often found it hard to follow through any given line of 
thought. 

"After this call, I went to see Premier Lakatos, who 
received me even though the Cabinet was meeting. I described 
my conversation with Horthy to him. He was pleased and stated 
that he, too, had reconsidered the situation and was satisfied 
to continue along the lines already laid down. He declared 
that he and his Cabinet were agreed that, no matter what 
happened, the war must continue and that he had already issued 
orders to this effect. A more sober outlook had taken the 
place of his panic Stimmung (sic) of the day before, and he 
had derived fresh hope from seeing General von Greifenberg. 


He promised that he would at once make a pronouncement to his 
ministry in favor of vigorously keeping on with the war but 
made an urgent request for assistance as he feels certain 
that the Soviet attack will eventually be launched and that 
only with the aid of cur Panzer units can it be stopped. 
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* "Although friendly with both of these men, I was also 
sharp. For instance, I stated that a Hungarian surrender 
would mean that at least 2, (XX), OCX) people would be taken out 
of the country by force, and that these people would curse 
the man responsible for their plight millions of times every 
day. I left with the feeling that far the time being the 
country will keep on with the war, will wait for our aid, and 
not take any action until the Beds start their big offensive. 
With regard to this, a drive toward Szeged is still the most 
dangerous threat." 

Sincerely, ' 

William^T^Dorwvan^ 

Dir^tor 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 



17 October 1944 


Hiss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be ‘interested 
in the attached report. Will you kindly see that 
it reaches his desk. 

Thank you. 

Sincerely, 

AUa 

Gillian J. Donovan .* 
Director 
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We have just received from our representative 
in SEAC the following message describing a conversation 
which he had with Captain Garnons-Williams, RN, head of 
"P" Division in SEAC. "P" Division is charged with 
coordination of all quasi-military activities in that 
theater. A paraphrase of the message follows: 

• "During the course of a discussion today 
with Captain Garnons-Williams, he made the usual 
first move with reference to the penetration of 
Communist China mentioning it in a very vague 
manner. We know from our experience here that 
such a reference signifies that plans are well 
developed for SOE to enter Communist China. I 


gather from other information available to me 
that they term it a long range penetration group 
and that they are extremely desirous of having 
the unit penetrate into Communist China before 
Kweilin and other threatened localities are 


occupied by the enemy." 



J) 


William J. Donovan 
Director 


OFFICE OF STRATEGIC SERVICES 
‘ WASHINGTON. D. C. 

17 October 19U 




Miss Grace Tully 
The White House 
Washington, D. C. 

Dear Grace: 


Enclosed is a report concerning the treat¬ 
ment of the Lithuanian clergy during the Soviet re¬ 
occupation of Lithuania. 

I should appreciate it if you would show 
this to the President. 

Sincerely, 

William J. Donovan 
Director 


DECLASSIFIED 
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I believe you will be interested to read the fol¬ 
lowing statement concerning the treatment of the Lithuanian 
clergy during the Soviet re-occupation of Lithuania. The 
statement was obtained from a Romui Catholic priest who 
escaped to Sweden on 2 September 1944. 

"September 16, 1944- 

There are many rumors about the appalling treatment 
of Koman Catholic priests who remained in the territory 
of Lithuania recently occupied by the Russian Army. 

An eyewitness from Zarasai who had managed to escape 
from a convoy of deportees made the following statement: 

'I was among those Lithuanians who were being driven to 
Soviet Russia. Many RonkJi Catholic priests were with us. 

All of them were treated brutally; for example, for falling 
out of the ranks of deportees, a priest was beaten pitilessly.' 

The newspaper, ATEITIS, which is now published in Tilsit, 
published an article in August on the terrible fate of the 
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clergy in Lithuania in areas re-occupied by the Red Army. 

It stated that the lot of these clergymen was beyond de¬ 
scription. Their experiences might be comparea to those 
of the early Christian martyrs who were flayed alive, 
crucified, et cetera. 

The fact that Archbishop Mrg. Joseph bkvireckas, the 
highest priest in Lithuania, was executed serves to illus¬ 
trate the present situation to some extent. 

The same newspaper also published a re r ort about the 
recent murder by the Russians of Mrg. Matulionis, Bishop 
of Kaisiadorys, who throughout the German Occupation had 
fearlessly opposed the Germans' wreaking their will on the 
defenseless population. 

• 

The newspaper, ZEMAITIS, published in Telsiai, referred 
to the Roman Catholic prieEts murdered by the Russians and 
stated that a priest from Sakynai haa been maltreated’ by 
the Russians and then killed in a forest. A priest'from 
Kursenai, according to this newspaper, was tortured to dea th. 
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Besides, it is said that all the Roman Catholic priests 
in the areas re-occupied by the Russians have been killed 
and that exceptions were made only for Russian Orthodox 
priests." 



William J. Donovan 
Director 


declaims, 




OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

16 October 1944 



Miss Grace Tully ' 

The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. Will you kindly see that 
it reaches his desk. 

Thank you. 

Sincerely, 

William J. Donovan 
Director 


OFFICE OF STRATEGIC SERVICES JJtuTlLll 
WASHINGTON. D. C. 

17 October 1944 

MEMORANDUM FOR THE PRESIDENT 

From a source in the Vatican we have obtained 
the following report which I believe you will find 
of interest: 

"Von P&pen is in Madrid urging Franco appeal 
to Holy See for action to obtain for Germany best 
possible peace conditions. Papen told Franco a 
strong Germany would be great help to his regime 
which otherwise will be liquidated. This argument 
impressed Franco." 

William J. Donovan 
Director 
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WASHINGTON. D. C. 

17 October 1944 


Miss Grace Tully 
The white House 
’Washington, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. Will you kindly see that it 
reaches his desk. 

Sincerely, 

t> 

William J. Donovan 
Director 
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OFFICE OF 

WASHINGTON, 

17 October 

MEMORANDUM FOB THE rflESIDENT 

I believe you will find of interest the following 
report which we have just received from our representa¬ 
tive in Bern: 

figgbbgl's Kskij .".rt-jMe Xfl Las Kej^- 

"The Big German National lamily: The objectives of 

Germany's enemies in this war as regards the German people 

do not even merit discussion. There is no use debating 

with the enemy concerning such terms as the destruction 

of the German nation, the starving of German women and 

children, 6r the deportation of the adult male population 

% 

to Siberia for forced labor. There ip not the remotest 
possibility of talking terms as long as London, Washington 
and Moscow entertain such projects. In the face of such 
plans of destruction the Germans are iorced to exhaust 
every possibility of resistance, and they are convinced 
that they must and will defeat any and all attempts against 
the liberty and independence of the Beich. For the Germans, 
the war is not a struggle to gain foreign markets or to 
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satisfy personal ambition. The life of Germany is at 
stake - thus as the enemy put all they have into their 
effort so will the Germans put all they have into their 
defense. The enemy will find out when the time comes just 
what that means. The German objective is a nation in 
arms and results to the last. Total warfare is no mere 
phrase but a serious matter which must be taken in all 
earnestness. 

"London, Washington and Moscow imagined that they 
would have an easy time in crushing Germany. They thought 
they would encounter a nation demoralized and worn to a 
frazzle by the long duration and intolerable severity of 
the struggle. They find instead a nation in arms, imbued 
with a total will to resist, cost what it may, of a nation 
forced to the wall. Germany will emerge from that wall 
mighty and great. It will never become the prey of its 
enemies. The whole German people stand as part of the fron¬ 
tier. It cannot be forced to its knees this year, or next 
year, or at any time for it is destined to be immortal. 
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ffeltwoche. Leader, October 13. 

"The last hor.es of the Nazis are centered on what 
they believe will be an invincible German Maquis. They 
have learned through their own experience that no nation 
can be kept down indefinitely by force of arms. They 
know now that the resistance movements in countries op¬ 
pressed by them would never have reached the heights 
they did if the new order planned by the Reich had not been 
an intrinsically unnatural and intolerable thing. So now, 
they believe that the Allies will be confronted with the 
same problem when they try to restore order in Germany. 

If the Allies succeed in winning over to their side the 
partisan forces everywhere in Europe and especially in 
Germany, then the German Macuis will collapse no matter 
how strong physically it has been organized. If, however, 
they do not succeed in this, they will meet a new and 
European opposition against which as the Schwarze Koras 
says 'moral strength and artillery will avail little or 
nothing.' 
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"The Russians, British and Americans will have the 
same experience as the Germans did. It is to be feared 
that all Europe will become completely Balkanized and re¬ 
main a powder keg. But a powder keg need not explode - 
it can be handled with care and neutralized. That may be 
a difficult task but it must be accomplished if the world 
is not to be overrun with another war in a few years or 
decades which might mean complete world destruction. 

"The Allies have as good as won the 2nd World War 
but they have yet to win the peace. The most brilliant 
military history is of no avail unless it leads to real 
peace. That notion, the Germans have just learned, of 
which they will avail themselves." 


3 — 

William J. Donovan 
Director 


OFFICE OF STRATEGIC SERVICES * 
WASHINGTON. D. C. 

17 October 1944 


Miss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I think the President will be interested 
in the attached report which has just come in 
by priority cable. Will you kindly see that it 
reaches his desk. 

Thank you. 

Sincerely, 

Wiliian J. Donovan 
Director 



d^EMMS 

f. p * 



OFFICE OF STRATEGIC 
WASHINGTON. D. C. 


17 October 19U 
MEMORANDUM FOR THE PRESIDENT 





a a n«62. SKidCju. w 4*-, 

Cl A oo7^^=2- 

B-aiAi—uaz4 


<*SS 

A / 5 


ne have just received the following message from 
our representative in Bucharest concerning the possible 
extermination within the next few days of the Hungarian 
Jews. In view of the urgency of this message I thought 
that you would like to have it brought immediately to 
your attention: 

"Dr. Alexander Safran, Grand Rabbi of Rumania, 
this morning received a re.ort which stated that legion¬ 
naires now occupy Budapest and expressed great and 
serious fears that ail Buaapest Jews would be extermin¬ 
ated this week. Therefore Dr. Safran desires to appeal 
to President R osevelt to issue an immediate warning to 
the effect that any people connected with any killings 
that occur will be given short shrift. 

"Dr. Fildermann, head of the Rumanian Jewish 
Community, also declared today that the only hope left 
to Hungarian Jews is if the highest Allied Chiefs issue 
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a threat over the radio to all Nazis in Hungary that 
any of them connected with murders will be meted out 
the most dire punishment, including their families. 
Fildermann urges us to foraard this statement to 
Washington." 

_J) - 

William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D.C. 


17 October 1944 


Uiss Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 

I believe the President will be interested in seeing 
the attached report. 

Will you please see that it reaches his de6k. 

Thank you. 

. Sincerely yours, 

ft'iU 

William J. Donovan 
Director 


Attachment 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

18 October 1944 

memorandum for the president 

I believe that you will find of interest the following 
news release from the Honolulu Star Bulletin of 27 September 
1944: 

■An ominous warning that the 'progress of the war in 
China is the weakest spot in all the Allied theaters' was 
sent Thursday to U. S. Ambassador Clarence E. Gauss in 
Chungking in the form of a cable from the New China Daily 
Press in Honolulu, organ of the Chinese Constitutionalist 
party. Ambassador Gauss is asked to forward the following 
message to President Chiang Kai-shek, Madam Sun Yat-sen, 

Carson Chang, Tso Shunsang, SunFo, Gen. Chuteh, commander 
of the Chinese 8th army, and Gen. Joseph W. Stilwell, and 
Lt. Gen. Clare L. Chennault, key figures in the Chinese 
theater: 

'Progress of war in China weakest spot in all Allied 
theaters. Political defects much worse than military. To 
lay groundwork for Allied victory in Far East we must submit 
for your consideration 10 proposals grouped under five headings: 
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'First—Military. One—Unite Far East into one fight¬ 
ing front by establishing supreme command joining national 
communist and all other Chinese armies and Sino-American 
Burma forces. Chinese and American governments send rep¬ 
resentatives to hold meeting inviting all concerned. 

'Two--Select Far East supreme commander to organize 
this joint army. We propose Stilwell. 

'Three--Immediately send army to save Kwangsi. 

'Second--Political. Four—President Chiang summon 
leaders all parties with headquarters inside or outside 
China for meeting to organize supreme administrative body 
'' to replace Kuomintang political council. New administrative 
council to reorganize entire political structure and call 
- people's assembly to draft and adopt constitution. Council 
should represent equitably Kuomintang, Communists, Constitu¬ 
tionalists, National Socialists, Youth party, Third party, 
Chee Kung Tong Patriotic party and other elements. 

'Five—National government should immediately insure 
rights of free speech, press, assembly, habeas corpus, also 
release all political prisoners and disband political police. 
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•Third—Economic. Six—As passive measures we propose 
national Government freeze property of all anti-social profit¬ 
eers and ask Allies to freeze assets of similar source deposited 
abroad. Cease printing paper money. Stabilize prices through¬ 
out China. 

•Seven—As active measures national government issue new 
war lords of guaranteed security thus forcing hoarded wealth 
into circulation. Issue paper money on gold standard secured 
by funds borrowed abroad and fix exchange rate to‘force recall . 
of inflated currency. Encourage cooperation societies to take 
over wartime production. 

•Eight—Organize centralized international relief 
association coordinating relief work all provinces. 

•Fourth—Educational. Nine—Abolish party controlled 
education and forced study of partisan interpretation of 
three principles. Cancel thought control regulations over 
students abroad. 

•Fifth—Overseas Chinese. Ten—Reorganize overseas 
Chinese committee Chungking to help Chinese abroad remit 
money, send letters to all China; We regard ten points as 
first step to victory. They should be carried out immediately. 


" Id 



Details should be decided by proposed administrative council. 
DAI&UNG LEE, Representative of the Headauarters. 

KAIFHAI LI, President of Hawaii Chapter. 

CHUN QUON YEE HOP, Vice President.'■ 

Our representative in Honolulu states that according 
to a competent observer in Honolulu the three signers of 
the foregoing cable, are respectively editor, contributor, 
and financial backer of the "New China Daily Press", a local 
Chinese language paper which has previously manifested anti- 
British and anti-Chiang Kai Shek sentiments. 

William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 


18 October 1944 



Miss Grace Tully 
The White House 
Washington 25 , D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. WiJU you kindly see that it 
reaches his desk? 

Thank ^ou. 


Sincerely, 


William J. Donovan 
Director 
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18 October 19U 


Itf&ORANDUM FOR THE PRESIDENT 




I believe t^at you will be interested in the following 
report of a conversation which our representative in Bucharest 
has had with Prince Stirbey, Buzesti and two Russian officers 
of the Second Ukranian Army: 


"On October 8 Prince Stirbey said that the stalemate 
in the Roumanian Government is now of a disturbing nature. 

Stirbey puts all the responsibility on the leaders of the 
Communist faction, for they insist on reforms of a radical 
nature. Chaos may soon result.if the situation continues, 
and this may be exactly what the Communists are waiting for. 1 
Stirbey doubts if tne Russian Government is directing the 
Communi: ts in the country, though the belief is general that 
it is so directing the group. He firmly believes that the 
difficulty could be solved if the Russians would state that 
they are not behind the Roumanian Communist group. Stirbey 
added that the policy of this intransigent group is to in¬ 
clude other parties in the government — parties that are 

“warn 



actually created out of whole cloth — thus adding to 
Communist strength in the Government. There has been no 
recent attempt to a proach Stirbey with regard to the forma¬ 
tion of any new government and he now doubts if he will ever 
be approached again. 

■On the same date Buzesti made statements similar to 
those of Prince Stirbey: 

(a) He stated that 200 Social Democrats, by previous 
agreement, are supporting the Communist cause, though they 
do not necessarily agree with the broad demands that have 
been made. If the Communist program were acceptable, Buzesti 
added, the whole nation would be communized within the space 
of a few months. 

(b) Buzesti states that the Communists claim to have 
the full support of the Russians. Other members of the 
Government doubt this, but they dislike provoking an open 
rift, for they are anxious to keep the Communists in the 
Government. As a matter of fact, the other parties have been 
most generous with the Communists, but all offers that have 
been made have been turned down. 
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(c) Patrascanu has been privately holding up laws 
already passed for the arrest of the war criminals, despite 
the fact that the press of Patrascanu's party is constantly 
attacking the Government for its inactivity. 

(d) Buzesti and others have a plan whereby they will 
place competent administrators one by one in place of unde¬ 
sirable ministers, doing this to break the deadlock that now 
exists. They hesitate to oust the ministers as a whole for 
fear that the Communists will say that the Government is being 
changed and that their own program will not be carried out. 

(e) Another serious problem concerns the activities of 
Uniunea Patriotica, which is an instrument of the Communist 
party and whose members carry arm6 and are used to set up 
labor syndicates for the Communists. Uany Iron Guard members 
have joined the Uniunea Patriotica, according to Stirbey. 

"On October 7, the following statements were made by 
Kalinin and Vorbiev of the Second Ukranian Army. 

(a) The fact that the Roumanian General Staff takes 
up so much time with party incidents annoys the Russians 
intensely. 

(b) The Russians are likewise annoyed by the constant 

#$hhp 



repetition by the Roumanians of how they, the Roumanians, 
drove the Germans from their country single-handedly. Col. 
Kalinin admits that the Roumanians did many heroic things, 
but he has told them they would still be fighting the German 
battle if it had not been for the weight of American bombs 
and the pressure of Russian might." 


i 


William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 

WASHINGTON. D. C. 


18 October 1944 


iliss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested in 
the attached report. Will you kindly see that it reaches 
his desk? 


Thank you. 


Sincerely, 


William J. Donovan 
Director 
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From a source in the Vatican our representative 
at Caserta has obtained the following report which I 
believe you will find of interest: 

"Clement Atlee (British Deputy Prime Minister) 
in an audience with the Pope asked The Holy See to 
induce Spain to come over to the side of democratic 
nations. Purpose is to avoid civil strife. Atlee 
said Russia was eager to see a democratic Spain. The 
Pope replied that the Soviet form of democracy was not 
entirely clear. Atlee asserted that Russia was acting 
in good faith. The Pope then promised to take up the 
situation. 


"Holy See is reported interested in the influence 
that Portugal and Spain may exercise over Argentina 
and Brazil and planning mediation to overcome strained 
relations between Buenos Aires and Washington." 



william J. Donovan 
Director 
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WASHINGTON. D. C. 
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18 October 1944 


Miss Grace Tully 
The White House 
Washington, D. C. 

Dear Grace: 

I believe that the enclosed cable will be of 
interest to the President. Since the natter with 
which it deals is urgent, will you kindly see that 
it and the covering memorandum reach him as soon as 
possible. 

Sincerely yours, 

William J. Donovan 
Director 
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MEMORANDUM FOR THE PRESIDENT 


I have just received th? enclosed message 
regarding the political situation in Rumania. Because 
of the urgency of the matters with which it deals, I 
am forwarding it to you in its original form. 


William J. Donovan 
Director 


Enclosure 
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PROM CASFRTA TO DIRECTOR. OFFICE OF STRATEGIC SERVICES Rip. N0 . P?A4 

received “ 


sentatlves Armistice Control Commission absolutely essential and that 
ilr. Rorry should 'oordt.first arallable plana even If ho brings with 
him only a corporal's guard." Air Vice Jfershall Stevens of British 
Control Commission confirms General Vlnogrodov didn't consult him In 
connection with issuance of two orders of sunprersion. 

3. Most observers agree that members Russian Commission most 

responsible for these policies .• Left yesterday on plane for 

Moscow but whether recalled or returning for further instructions 
unknown. 

4. Yesterday Prims Minister tendered his resignation to ring who 
refused it, probably according*to prearranged plan. All leaders 
National Liberal parties worked throughout last night in effort to 
contrive workable government. /Reliably reported that Prince ftlrbey 
no longer considered as candidate for Prime Minister an! that Mat 
Xlnlcolea (sic) Radescu, most likely for position. Radoscu recently 
appointed Chief of General Staff, has unblemished record for having 
voluntarily submitted himself to concentration rather than work ^ith 
Ocrmans. 

5. You aro urgod to control foregoing information ^ith greatest 

. care, not only because of explosive nnturo of such information as such, 
but also because continuod existence our unit still depereJs ontlrely 
on continued good will of Russians. It is also essential to protect 
our British sources. 


• A portion of the text is garbled, A verification and repeat has 
been requested. 

TORI 10/17/44 8|41 PM 
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18 October 1944 

Uiss Grace Tully 
The White House 
Washington, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. Will you kindly see that it 
reaches his desk. 

Thank you. 

Sincerely, 

ftou 

William J. Donovan 

, • Director 






MEMORANDUM FOR THE PRESIDENT 


I believe you will be interested in the following 
report, which we have received from our representative 
in Stockholm: 

"A reliable Norwegian trade union source reports 
on basis of information supplied by cooperative German 
officer in Norway that Oberstleutnant Stelzer, Chief 
of the German Transport Command in Norway, was ordered 
to report for duty in Germany and upon arrival at his 
destination was arrested. So far as is known he is 
still alive. Same source advises Stelzer worked closely 
with the Protestant church (Bekenntniskirche) opposition 
and the 'Zentrale Aktionsausschus' referred to in my 
cable October 2. Since fate of Stelzer yet unknown this 
information was given me on condition that it not be 
made public. 

"Same source reveals that after July 20 several 
German officers in Norway were arrested. Also that op- 
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position officer group in Oslo led by Stelzer still 
exists though disorganized by Stelzer arrest." 


a 


Ailliam J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

18 October 1944 


Miss Grace Tally 
The White House 
Washington, D. C. 

Dear Grace: 

I should be much obliged if you would see that 
the President has an opportunity to read the enclosed 
memorandum. 

Thank you. 

Sincerely, 

William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

17 November 1944 


Mian Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 

I think the attached study, entitled "Russian 
Economic Policies in Germany in the Period of 
Military Occupation," will be of interest to the 
President. 

Will you please see that 4 reaches his desk. 
Thank you. 


Sincerely yours 


William J. Donovan 
Director 
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MEiiORANOTk FOR THE PRESIDENT '' Q S5 /^S 

I think you would be interested in the following summary 
of a report which was prepared by a member of the research staff 
of OSS, after interviewing a number of individuals in New York 
and Washington. These individuals were all Russians of official 
or semi-official position, some of whom are still in this country, 
while others have returned to Russia. 

The Russians feel that the treatment of Germany after the 
war will depend upon the conduct of the Germans themselves, 
md that the German people should be held responsible for the 
war and the Nazi atrocities, unless they indicate their dis¬ 
approval of the government by rising against it. The Russians 
would welcome such a revolt, but feel there is not likely to 

f i 

be one. The uprising would have to be a popular movement and 
not a coup d'etat by a snail group of officers and industrialists. 

The "Free Germany Committee" was organized by the Soviet 
government as a propaganda agency to disrupt the German army. 

It will not figure in Russian post-war plans or influence 
Russian policy towards Germany. On the other hand, organiza¬ 
tions of German prisoners of war such as the "German Officers 
Union" are designed to indoctrinate a large body of prisoners 
with pro-Russian ideas, so that they will support a pro-Russian 
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Russia is opposed to the decentralization or dismemberment 
of Germany, but would favor the transfer of some German territory 
to Poland. If the Ruhr were placed under international control, 
Russia could be expected to demand a share equal to that of the 
other great powers and also to support French claims to partici¬ 
pation. 

The Russians believe that it would not be desirable or 
feasible to transform Germany from an industrial to an agricult¬ 
ural state. They do feel (1) that German machinery should be 
expropriated for the benefit of devastated countries; (2) that 
Germany should make reparation in kind (i.e. in manufactured 
products), which would deprive her industry of the influential 
position it held before the war; (3) that Germany's war industries 
should be destroyed; (4) that there should be a strict inter¬ 
national control over German industrial production and over 
the distribution of her raw materials; (5) that eventually 
certain industrial branches in particular areas should be 
internationalized; (6) that Germany's industrial manpower 
should be reduced by the formation of labor battalions to 
reconstruct areu3 destroyed in Russia and other countries; and 
(7) that key industries in Germany should be internationalized 

mu 
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and placed beyond the reach of cartels which might be interested 
in restoring German industrial capacity. 

There is a small group which believes that German industries 
should be totally destroyed, because it fears that industrial 
Germany might be built up in opposition to Russia by elements 
hostile to Russia. This group is said to have little influence, 
and the more general feeling is that German industry should 
not be destroyed, principally because Russia would like to 
exploit German industry for her own reconstruction. 

With respect to the form of government which Germany 
should have after the war, Russian policy is flexible, and it 
is thought that German leaders should be chosen as future events 
may indicate. If there should be a revolution, leaders might 
arise from the people, but the Russians feel that no existing 
political group is capable of assuming leadership, even the 
German Comm unists or the "Free Germany Committee". German 
refugees, or German prisoners who have become anti-Nazi while 
held in foreign countries, will not be able to command author¬ 
ity or confidence from the German people after the war. The 
Russians feel that war criminals should be punished after a 
series of trials in occupied countries, and that the military 


-4- 


caste, the Junkers, and the pro-Nazi industrialists should be 
crushed. An extensive underground movement by the Nazis is 
expected to follow their military defeat. 

The Russians are apprehensive about appeasement in the 
United States, England, and Europe after the war. They are 
afraid that such elements will make use of anti-Communist 
feeling and that powerful groups with financial interests in 
Germany will interfere with the economic and military provisions 
of the peace settlement. The Russians are carefully scrutiniz¬ 
ing the activities of German industrial concerns now operating 
in Switzerland, and they are anxious to prevent such elements 
from organizing with international cartels to build up German 
industry after the war. 

William J. Donovan 
Director 
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RUSSIAN ECONOMIC POLICIES IN GERMANY 
IN THE PERIOD OF MILITARY OCCUPATION 


Part It 




A.U STATEMENT 


Thle study analyzes the general policies whloh 
the Russians may pursue with respect to* (1) 
tho institutional organization and management 
of the German economy; (11) the appropriation 
of German resources and ourrent production for 
the settlement of reparations olaima; and (ill) 
the eoonomlc relations of the Russian zone to 
the other zones of occupation. 

* to be iaauad separately) will contain 
a detailed list of the commodities Russia might 
be interested in taking from Germany on repara¬ 
tions account, with comments on their availability 
in Germany. 
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Russian economic policies t?j qermany 
IN THE PERIOD OF MILITARY OCCUPATION 



Summary and Conclusions 

Russia's baalo polltloal alma In Germany (see 
°?* P fi* 3 ff'^ M . BeU aa har *“>**« immediate 
c ® llootln e t 3ub fltantial reparations, will 
aiotata that she prevent ooonomic collapse in the zcne 
that ahe ocoupiea. 

th„ »?:,. Th % R 5!S a f“ S oleanae from the German economy 

tho Nazis and their conspicuous collaborators among the 
industrialists and landownors; the USSR will not be deterred 
by the ton^orary adverse effect of this prooess upon 
Oeman productive efficiency. According to a declaration 

of thl 2^?iS?.. 80VOrma0nt ^ n f* only loadera and associates 

! te government (including Nazi party leaders) . 
eatab^w T*® ployed Russian labor in thoir industrial 
to punis!Sc.nt a ' f ° mfl ar ° War crlnlnala * subject 

durlnc%h^ RUflfl ^f nS P pobabl y ■ wil * not instigate or allow 
°°^ pil i lon . a genoral socialist reconstruction 
or Germany. The Russian occupation authorities, as a 
° f 0o '? a *> wlu tQk « over the railroads, public 
utilities and othor strategic installations. Large-scale 
wa^^V agrarian estates of lending Nazis and other 
wa. criminals and conspicuous collaborators probably will 

a^m^ f noT 5 ?M d oi thr °^S h £? °6° nc y of nowl y established local 
t A 03 • and > to 6ethor with other pro¬ 

perties abandoned in the Russian zone by their fleeing 

2r n ?hI # i Wl1 ? pr ?? ab }y be P lacod under the administration 
of the local authorities, who will act under military 
supervision. The carrying out of a permanent agrarian. 

thn^uf m 1 Qnd ^ncial reform probably will be left to 
tho futuro central government. 

The Ruslans have made clear that they expeot aub- 

5!““'“i„r? > S r a t K 0n Jv. pa 5 !10n , t9 fron Germany. The total war 
damage Buffered by the Russians at the handa of the Axle 

aggressors probably exceeda 20 billion dollara. since the 
Ruaalana will collect reparations payments In kind, and 
possibly in part in the form of labor services, no "transfer 
prooiem, suoh as obstructed the collection of reparations 
orter the last war, will ariso to limit the Russian demands 
alter this one. 
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5. The Russians are expected to emphasize the 
collection of reparations mainly out of ourrent output 
rather than out of standing naohlnery and equipment. 

6. Sinoe the Russians will desire to obtain from 
the western Zones large quantities of maohinery and 
equipment direotly for their own use, as well as fuel, 
industrial raw materials and semi-finished goods for 
the uso of the fabricating industries of the Eastern 
Zone, they will oertainly be interested in arranging an 
interzone exchange of goods, involving some shipment of 
surplus foodstuffs from the East to the West. 

7. Since the Western Zone probably will be the main 
source of coraaodities in which reparations can be 
oxpeoted to be paid, the 'foreign" exports of this region 
will exceod its imports to a greater extent than will be 
the case in the Russian zone of occupation. This implies 
that, unloss some speoial interregional adjustments are 
made, the reparations burden will weigh more heavily on 
the Western than on the Eastern Gormans. 





bable 


usaian 


- .?J“ ala,a ooonoalo polioiea In Germany, in the period 
of niliury occupation, will be oloaely coordinated with, 
and subordinate to, her political policies; at the same 
cime, all those polioiea toward Germany will constitute 
an intogral part of her total intentiona, domeatio and 

J* «>• regime makes for an 

exceptionally effective integration of policy, and any 
attest to distinguish the economic from the political, 
and to deal separately with the one or the other, la at 
beat eomowhat unreallatio and oan at worat lead to very 
aerioua miaocmceptiona. 

During the period of military occupation 

ing condi tiona i— —. 

governing the fo: 


*-— «w«uym;*uii ( the follow- 

are expected to be among the major faotora 
ormation of Russian polioy toward Germany:- 

. o In Bu S op ?,?f tap th ® dofaat of Oermony, there will 
be a bQ Janoe of military powor favorable to Russia,-as 
compared with Anorioa and Britain, but with strong Anglo- 
Amorioan forces on the Continent, and in actual occupation 
of two-thirds of Germany; in Asia after"tFo' 'defeTTF^T- 

nllltflr y "HI favorable 
(at least during the occupation of Japan) to America- 
Britain-China. 

WAa . 2 * *** orientation of Germany, as between East and 
West, will be Influenced by the polioies of the occupying 
powers. Donooratio Institutions and free eleotions will 
minimise the influence of the one eloaont that can be 
depended upon under all ciroumstanoea to be pro-Soviet — 
the German Communists. 

- 5 .*i. Soviet distrust of tho general long-term Intentions 

of capitalist states, primarily Araerioa and Britain - a 
distrust diminished since 1941 - will still have an 
influence on Soviet policy. 

• 4. Political stability may bo expected in Russia; the 
government would not alienate the general support of the 
people by pressing for an expansion of Russian territory 
or influence; it would have ouch support oven in case of 
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a oonfliot with preaent partners; yot there ia undoubtedly 
a strong popular desire for peaoe and a better standard 
of living. 


5. There will be an urgent phyaloal need, on Russia*s 
part, for a reduotlon of military burdens, for capital 
reoonatruotlon, and for an improvement In the standard of 
living; but there will bo domestic reaouroea adequate for ' 
the oompletlon of rooonatruotlon (without foreign aid) in 
about three years, as well aa for subsequent eoonomlo * 
development, 1 / 


It Is believed that In the preaenoo of this combination 
of conditions, the main lines of Russian polley In Germany 
during the period of occupation will be as followsi 

1* The Avoldan oo of Confliot with 3rltaln and the 
United States , toils means t. u' fcuaaia will “tend to ©om- 
promlso with Amerloa and Britain on Issues that constitute 
a threat to peaceful relations among the Three Powers; the 
moat explosive of theso issues ia the problem of the 
future Eastward or Westward orientation of the new Oermany. 
(See Par. 3 below.) However the Russians nay woll be very 
unyielding whore they oonsider that they oan be so, without 
induoing tho development of a definitely anti-Russian 
polloy in Britain and Amerloa. 

2 . 

The poll 

faoilities for armaments manufacture will probably cause 
no oorious frietion among the Three powors; and the Russians 
nay be expeoted to push this polloy rogardless of its 
effoot upon tho attitude of the Oormans. Probably thoy 
will oppose further measures of do-Industrialization; and 
for fear of turning Oermany westward, they are almost 
oertain not to go. beyond Amerloa and Britain in enforcing 
such a policy.•. They will oppose a general partition of 
Oermany during the occupation period; partition would risk 
the absorption of two-TOlrdo of Oermany into the British 
sphere, and the Russians probably think that after the 
occupation terminates, they will be in a better position 
than Britain (or Amerloa) to exercise Influence in a 
united Oermany. The Russians apparently propose the 

1/ See Russian Reconstruction and postwar 
nents , R & A No. feotio, 0 3eptedE5r 1944. 





annexation of large east-Gorman territories to Poland; 
but this cession, if arranged, probably would not be 


jfrqJ’Po-nftzlflcatlon" of Germany . The Russians 
oan do a tnorougn joo of purging tne Nazis with the full 
oooporation of the anti-Nazis in Germany, and without risk 
of friotion with Amerioa and Britain, Probably they oan 
and will go considerably beyond this in removing the mana¬ 
gers and owners of many large industrial and agricultural 
enterprises; in this way they may accomplish a good deal 
of tho preliminary work of a aooial-ooonomio revolution and 
thus prepare for a ~ * 

the post-occupation period, •__ nn .. 

taken without collision with the Western Allies 

Russians will probably . 

oooupation period a C. 
one-party dictatorship 

4. Th e Develo pment of a Politically Neutral or Pro- 

Rus si an Go vernment in uormany , 'Uemilltarlzatlon and- 

de-naziricntion are consistent with cooperation with the 
Western Allies, and a somewhat more inclusive purge oan 
probably bo carried through by the Russians without a 
clash with the Allies, suoh measures may serve to oloor 
tho way for either a democratic regime with certain 
socialist characteristics and with certain possibilities 
of remaining unstably neutral between Bast and West - or 
for a Communist-led government fully aligned with Russia? 

It is not believed that the Russians will press for the 
second result during the occupation period; for ono thing, 
they realize that such an attempt would certainly shatter 
the Three-Power coalition. 


socialization of large-soale industry in 
J ‘1, These steps oan probably be 

.1111- j, since the 
bly not instigate or allow during the 
formal and general socialization and a 


In the pos.t-oopupation period, several of the condi¬ 
tions governing Russian polioy may be expected to be more 
favorable than before to unilateral competitive Russian 
action; on the other hand a denooratio regime of compro¬ 
mise may by that time havo aohievod some stability in 
Gorrnnny, and Russian suspicions of American and British 
intentions nay have been considerably moderated. What 
Russia will do then, it is difficult to prediot. Yet one 
thing sooms probable* she will wish to avoid a showdown 
witn America and 3ritain, at least during the oooupation 
period. 


Assuming that; curing ths ocouja tion, tho main lines 
cl Husslan policy will b© these that have boon sketched 
above, the present study analyses in some detail the 
policies that the Russians may be expected to pursue with 
respect to the following matters: 

1. The Institutional organisation and management of 
the German economy; 

2. Iho appropriation of German resources and current 
production for tho settlement of reparations claims; 

3. • Ihe economic relations of the Russian to the other 
zones of occupation. 1 / 2 / 


1/ It la assumed that, under an arrangement whereby tho 
Allies oooupy separate zon«*a of Gormany, the Hussions 
will ctcupy the Eactora Zona. 

'£/ Cfcito Independently of tho general character of tho 
occupation program, it can bo expected that an immediate 
Russian objective will bo to repatriate the Russian 
citizens, who are now hole In Germany as prisoners of war 
and a civilian workers in ocmpulsory labor detachments. 
Currently, It la estimated that there are three million 
such persons, about evenly divided between tho two 
groups. Botimetea of Population and Manpower Section. 
USSR Division, 0S3. 






1. Pena.alflcatlon and C leansing of Goman Eo on cm y . 
Russia’ 3 5 r. Mentions r/ith respect to tho executive and 
managerial personnel of th* German economic organizj- 
niona are, perhaps, moat definitely indicated by a decla¬ 
ration of the government that not only leaders of the 
Hitler! to gpvernmo.it and its associates*, Including Karl 
party loaders, but, Gomans who employ Russian labor in 
tholr Industrial establishments and hones are war crimi¬ 
nals, subject to punishment. 3/ According to the Academi¬ 
cian, A. Trainln, the argument that tho German sovemmont 
furnished the Russian labor to tho German employers 
pro/ldos only a ’’fictitious semblance of legality" for tho 
employment of the compulsory labor, and does notabsolvo 
of responsibility those- private German citirens who em¬ 
ploy Russians in tnoir factories or homes. 2/ 

What punishment will be meted out to the Gerrans 
who have employed Russian labor dur.ing the nor peried 
la not clear. Tho probability thot, to some extent, 
responsible proprietors will be deprived of their proper¬ 
ty, or that responsible executives cna managers will bo 
deprived of their posts, certainly should bo envisaed. 3/ 


_s _to Punish Viflr C rlr.: 


V ’ » in ton tiers tc Punish IVar Criminal a . 27 . un* 

1944, K * A I'O. lSW. ‘ 

2/ industrial and flnonalal "magnates' 

have boon singled cut as a group by Trainin (though not 
by the Soviet government) i ?r punishment on the add'.tlonal 
ground that they "support and maintain their system of 
government banditry." 

y Interesting!y, tho Pruo Gormany Committee urged In ltc 
manifesto of July 1943 th«*. confiscation of the fortunes 
of those rasponslble for the war and cf war profiteers 
( Frolea Deutschland , 19 July 1943). F.. Varga, an econo- 

ml at and i.Qademicla:i, ei-ilorly demand the confiscation 
of tho property of persons responsible for the instiga¬ 
tion of the war and persons whe acquired vealth from the 
plundering of co-jupiei territories ( Russian War Carnages 
and F 3oibl» Re r-arHtlcr.3 Ola lag . PerT7I7^6 i!ay 19<4, 

Tk X'Jo “l3sd. Appendix. aH 





But Irrespective of .the precise nature, of the 
punishment that the Russians *111 mete out to the dif¬ 
ferent sorts of persona found guilty of crimes against 
the Rusalen axuy and people', ere elective of their 
occupation policy certainly will be the denazification of 
the German economy, end the cleansing from it of conspi¬ 
cuous Nazi supporters ant leading collaborators among 
the Industrialists and landowners, a goal to be achieved 
by the removal of Nazi and other politically undesirable 
rersens from the ownership and management of German 
industrial ami oo*«sroial enterprises and Agricultural 
estates. The Ruaslano will not be deterred from currying 
out this purge by the foot that there may be udverse effeoti 
on productive efficiency. 

Perhaps because of the pressure of more urgent 
military tasks, the Russians hove not as yet undertaken 
to cleans * the- mai agement of the Rumanian economy; hou- 
®ver, under the aralstio* terms to Rumania (Artlole 14) 
the Rumanian government and High Command agroe to colla¬ 
borate with the Soviet High Command in "the task of de¬ 
tention of persons accused of war crimes und in the trial 
of such persons." In Poland, the PCNL has decreed that 
all property belonging to Polish traitors and to Ge:niana 
be confiscated. 1/ 

2. So riallsa tion? No jioubt many leading «asls ind 
other persons will emigrate trc<m Rostem Geroany In* ad¬ 
vance of the Russian occupation and wl‘.l leave behind 
the a sizasbl” Industrial and agricultural properties. In 
view of the further probability toot the properties of 
war criminals remaining in fch'« Russian occupied aon\trill 
be confiscated, the very Important question arises to to 
whether the Rusalons may not exploit the opportunity that 
the military occupation glvos them to instigate or sup¬ 
port measures leading to tho wholesale socialisation of 
the economy of the Rusolun occupied'zone. 

The Russians are not committed by any Irrevocable 
action or. so far as Is known, by any government 
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Moscow radio broadjast In Polish to Poland, 4 August 






- p - 




prenouncement, to nnj particular courts of action In thla 
rsspeot. However, the Indications are that their occu 
patlon policies with respect tc German economic institu¬ 
tions will probably be as follows: 

a. Russia's basic political alms In Germany (see 
Section A, above) as wel) ns her more Immediate objective 
of collecting sizeable reparations (see Section C, below), 
alll dldtate that she prevent economic collapse In the 
zone that she occupies. 

b. The Russian authorities, llk<& the authorities 
In other zones of occupation, will establish control over 
all Important sectors of the economy. As a matter of 
course, the Russians will take over the railroads, public 

• utilities, and other strategic Installations. 

o. At the samo time, the properties of leading 
xiazle and other prominent war criminals — practically 
all xarge—scale.Industrial enterprises and large agra¬ 
rian eat itea fall Into this category — will very likely 
be confiscated. . * * 

d. Presumably, the confiscations will be carried 
out through newly established German political authori¬ 
ties. Since the emergence cf some kind of a central 
jovemment will depend on interallied negotiations, the 
governmental authorities with which the Russians will deal 
fer a time will probably be lccal. 

o. The confiscated properties, us noil oa those- 
oburrcloned by fleeing owners, very lively will bo pul. 
urder the administration of the local officials, under 
Russian military supervision. Although fccaolete control 
ovor the economy will be maintained, .no further steps 
toward trie socialization of priveto property and private 
entemrlse are probable during the Russian occupation. 
Small-scale induct*.., trade, and egrlpul wro will pjobably 
be left In private hartds. 


f. Since the lr.digeno%rs-prescurM towards the 
breaking up of large ostatej Is understood not to be 
groat., and since the Russians will not be Intorestec 



pushing anoh measures on their own behalf, the carrying 
out of a permanent agrarian ref oj*j will be left to the 
future central authority. Temporarily some tranaitlcnal 
type of German adminletration will be established to 
replace the present onnors. 


g. It is the declared Russian intention to trans¬ 
fer n largo sector of Eastern Germany to Poland, and 
the Russians will presumably desire to leave the final 
disposition of confiseatedpropertie • in the areas in quea 
tlon to tho Polish authority whloh is established there. 
It la very proouble that the Russians will not permit the 
emergence of any local German political authorities In 
areas that they desire to transfer to Poland. 


On the various questions touched on above, the 
following facts constitute Illuminating, though very in¬ 
conclusive, evidence: 


i. The Free Germuny Committee'a declaration of 
July 1943 calls for freedom cf economy, trade, and handi¬ 
craft, and tho guaranteed right to labor and lawfully to 
acquire property. It demands, at the suae time, confis¬ 
cation of the property of those who are guilty of insti¬ 
gating the war, and of war profiteer. 1/ But there seems 
no support in the propaganda of the Pr-e Germany Committee 
Tor the i£ea that confiscation of these individuals' 
wealth *ouie bo the mask Tor « comprehensive socialisation 
cf the German economy. Toe Committee hao attacked the 
great German trusts, but tbrso a-taclrs tc:c generally 
been oouehod in a context appealing for middle does sup¬ 
port, rather then in a more orthodox Communist or working* 
class vein. 2 / • 

b. In Runanla, there are indications that the 
Russians arw giving some support to the local Communists, 
but tho Russian policy, at the moment, seems in the main 
to be one of no direct interference, eo far as the struc¬ 
ture of the country's economic and eoelal institutions 
are concerned. Before the Russ lane ’* 


1/ Frales Loutachland . op . clt . 

2/ Federal Communications Commission Speoial Report #98 

ram.nifH n . Pro k. .ki ... i^ 


Germany " as Pplltloal Warfare . Washington, 1943 
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entered on ifcat they recognize an Rumanian soil, Mr. 

Moloto' Issued a formal stecoroe'nt promising that the USSR 
'’does not pursue the aim of acquiring Rumanian territory 
or of altering the existing social structure of Rumania." 1/ 
A provision for the Joint action cf Rumanian and Soviet 
authorities to punish war criminals is included in tl.i* 
crmicMce terms (see above, Section HI). 

c. In Poland, the USSR has recognised the Polish 
Committee ol* National Liberation bo the governing authority, 
Uiis ocoaitteo, in reoponao to long-atondlng popular 
pressures, lias apparently made agrarian reform one of its 
major goals. A statement by the Vice-Proeident of tne 
PCNL last August declared tnat farms would bo res torso to 
all owners who did not work with the Cermana. £/ An 
earlier statement or the entire committee, however, out- 
linud a comprehensive program of division of land among 
the peaaanto, the land to bo obtained by conflacations of 
eotatua belonging to Germans and traitors and by requisi¬ 
tion of other estates belonging to loyal Poles. Compensa¬ 
tion ct fc’.u> latter L i pron'.EC.I vaguely by roforbnsa te 
"security" to bo received by suen owners, the security to 
be proportional to the degree to which lcr.dosnors parti 
clpatod in the strugglo against the Germans. Tne plan 
apparently enviaagea the establishment of snail peau»nt 
preprlatorahipb, rather thar. cf collective farms. Z/ Ho 
cc.mpor.ible pronouncement ia available relative to this 
regime's attitude toward owners of .acto**ica And other 
non-agr'cultural resources. 

However in attempting to weigh the value of 
today's statements aqd actions aa evidence of long-term 
Soviet intentions, it muat te reaoabcrad that nny clear 
evidence of Soviet opennorjhip of vbolnacle socialisetlon 
boyond the Soviet frontier would produce a sharp diviilon 
of popular forces within tho state a *1'mediately affected. 


1/ !L®E Ttme 3 April 1944. 

2/ Soviet Hmbaeey. I nfcrr-atlon Bulla ti n. 2S August 1944. 
3/ Pravdn . 26 July 1044. 
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and (ouch more Important) a strongly unfavorable 'reaction 
by the British and American Governments. 

If during the period or military occupation 
socialistic elements and tendencies emerge aa an Important 
force in Germany, the occupation pollciea that have been 
described on pp. 0 ff- above could constitute the baBia 
for far-reaching changes in German institutions after the 
termination of the military occupation. It is not expea- • 
ted, hceever, that the Russians will be deterred from 
carrying out this occupation program by allied misgiving* 
ns to its probable Institutional effeats. 
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C. Repa rations 

' Gftnsral Policy 

The exaction of reparations from the Axis aggressors 
for the damages they Inflicted on her Is one of the impprtant 
alms which Russia expects to realize In the postwar European 
settlement. The material responsibility of Germany and her 
satellites for the losses Russia has suffered was proclaimed 
as early as 2 November 1942 In a decree of the Russian 
government, and more recently this principle has been 
reiterated In numerous public pronouncements of prominent 
Russian spokesmen. 1/ The "Extraordinary State Commission 
for Ascertaining and Investigating the Crimes of the Gorman 
Fascist Invaders and Tholr Accomplices," since Its establish¬ 
ment by the decree Just referred to, has proceeded to eorry 
uul systematically on* of li»«» uuijoi- functions assigned It, 
the assessment of Hussion war damage. A reparations bill 
for 3C0 million dollars is Inoluded In the Russian armistice 
terms both to Finland and to Rumania. 

Russia’s reparations policies have been dlscusaod 
In greatest detail by the Academician, K. Varga. Writing 
In the authoritative War and the Working Clas s, Vnrgn hao 
stated that 

It is necessary to make not only Germany puy repara¬ 
tions, but also Italy Rumania, Hungary and Finland. 
The lonenso materia* damage bomo by the countries 
which have suffered from enemy occupation (the Soviet 
Union occupying the first place) covers every branch 
of the national economy; Agriculture, mining. 

Induetry, transport. It la therefore juat and 
reasonable to demand that all countries which take 
part in the Hitlerite campaigns of brigandage ehould 
Immediately take port at the end of the war In the 
reparation of the damage which they have caused, 
by giving part of their notional wealth to the 
countries which hove suffered. 2 / 


1/ See R i A 1899, Parc 11, Appencix A, for a digs at of 
the various materials bearing on Russian reparations policy, 
2/ E. S. Varga, "The Reparation of Damage by Hitlerite 
Germany and Her Accomplices," War and tne Working Cjass, 

15 October 1943. - 
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Possible M agnitude of Russia's Claims . 


* No official figures have jot boon released to 

.ndlcate the possible magnitude of Ruoala's reparations 
oleins, 1 / but soma Idea of their possible order of magni¬ 
tude moy“be obtained from the folloring estimates, prepared 
have^sufferedt* ° f ** dlfferwt kinds of losses the Ruselana 


Category of damage 

Billion of 
1937 dollars 

A. Damage to buildings and 
other fixed capital 

15.8 

B. Loss of Inventories, • 

household offoots, etc. 


C. War Pensions and allowances 

12.1 

Total A - C 

34.6 

D. Personal dumage to civilians 

H>tal A-D 

E. War ooats 

. -9 */ 

36.4 ~ 

70.7 


Include compensation for deoth or Injury to 
hie estimate ii\cludea only compensation for 
by deportees. 

Source.* H 4 A Ho. 1899, pajeiia. 


a/ Does not 
civilians. 
forced ljfbor 


Which of these different categories of losses will 
oe token into account in the dcreralnsslon of the magnitude 
0f .^ h0 .. r ? p * r,,fclona b1 ' 1 prosuaably la a matter that will be 
sett.ed In negotiation with thv Allies. The Russian spokes- 
men have referrod expiloitij io ell the items listed as 
possible bases lor compensr.tIon, except rar coots, which 
have not been mentioned. Kaediosa to say, while the 
Infusion of this Item would greatly increase Russia's 
oioiai, it v.ould reduce her fractional share of the total 
reparations bill; thus It Is 4 UJfca unlikely that the 
Russians will praa£ for the inolU3ion of this it oa In 
the reparations settlement.* 


y * very crude ruio-of-thumb estivate of the amount of 
damage we . derived by Vargt.. on the basis of a calculation 
or the avercg 9 amount of damage per hectare suffered by 
.ranee In the last war nnd ?n th«* area of Rursic ravaged 
n tn<s wnr. 
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T*' 1 ® postwar economlo potential of the enemy countries 
i-.ca ween recognised by the Russian spokesmen as eettlng an - 
upper limit to tho aggregate repiiraclona payments. In thla 
connection, however, it la important to note that according 
to Varga 3 it would be absolutely ur.Juot if tho peoples of 
•the aggressor countries ... should find themselves in n~ 
better economic position than the Rnaalana after tho war." 
Varga points out that Russia la able to absorb largo pay¬ 
ments in’ kind, and ho arguda, accordingly* .£hat no transfer 
problem, such as obstructed the ooliect!r«n of reparations 
from Germany after the last war, will arise to limit 
collections after this one, so far aa «V^io is. oonoerhed, 

in the case of the bill to Finland, the Russians' 
fixed the amount originally at $600 millions;: reportedly 
thla was intended to*cover one-half-the damago to tholr 
property caused by tho Finns. U Payment was demanded * 
within a period of five years,"* l 

Vyshinsky hes explicitly warned against the mechani¬ 
cal extrapolation of this relation to other oontexta, 2 / 
and the bill to Finland hoe sines boon halved. But It la 
worth noting that If the C-eraan bill were charged at the 
same rate-aa the original Finnish one, the total bill would 
be about l"* billion 193V dollars. The svofege annual 
Gorman payments over * five year period, thus, would ernount 
to 2 billion dollars. • 

The original annual bill to FinJend amounted to 
nearly 80 percent of her prewar rational income, and o 
higher percentage of her expected nostrtr income. The srd© 
percentage of Germany's (fehu old Belch's) income for 1933 
would amount to noariy 25 billion dollars, or enough to 
compensate Russia in e single year for the full amount of 
the m aterial danago she has suffered. 

The reparations bill included in the recently 
announced armistice term- to Rumania declaredly was*fixed 
at the relatively iinall sum (for Rumania) of 3'0 millions, 
because of Rumania's shift to the Allied aide 



Z/ Ibid. 
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The Ruaa 
mente 


— --- —*- -m biuiv. reparation# pay*- 

‘©nta Da made not only In goods, but in labor services ae 
v ®f6* deolared specifically In The War and the 
^{.yV th »* it "would be Just an3“prSoTleiTi— 
expedient to draw workers froa Germany for the work after 
tie war in restoring the devastated areas." Ilya Ehrenburg, 


the Working Class , 
Leaders who have v« 


castigates 


to ex- 


~J~Z --7~- — r— —~ w ** -HU UMBO von Hiroa 

press opposition to the adoption of a polloy of using 
forced Gorman labor for reconstruction purposes. %/ 

^® ro can be little doubt that the Russians oould 
profitably use several million German workers — particu¬ 
larly skilled construction workers — to help rebuiW their 
economy. Despite the largo-aoale demobilisation of 
soldiers and the repatriation of Ruaslan oitlzens and 
soldiers from Germany after the war, the severe losses irt 
dead and permanently incapacitated during the conflict will 
stxll leave a gap in the Russian labor foroe that the • 
Germans night fill. The productivity of forced laborers 
Is usually not high, but Russian experience in using the 
compulsory labor of kulaks and others probably has been 
sufficiently extensive to Insure that the output of the 
German workers would more than Justify the expenditure of 
food, supervisory manpower and other resources required 
for their uee. 3/ 


It is likely that the labor situation in Germany 
immediately after the war will be slack, so that the use 
of large numbers of German workers in Russia would not 
necessarily prejudice Russia’s ability to obtain repara¬ 
tion payments in goods also. 


i/ No. 10, 16 OotObor 1943. 

•y Cable #2204, Moscow, 20 June 1944 (Restricted). 

3/ The Rusolans would have to reokon any such expenditures 
as costs to be offset against the values produced, even if 
the workers were supported by the Oermans rather than the 
Russians. 
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While the economic incentive# to use cansorlpted 
German labor will be Important to the Russians, the pur¬ 
suit of such a reparations policy evidently would have 
major polltloal repercussions both in Germany and out. 

The Russians oan be expeoted to give due consideration to 
these effeots. Should the Russians push a policy deeigped 
permanently to weaken Germany, the detention of the 
German army or of civilian workers as forced laborers 
might be regarded as polltio, even though the possibility 
of developing a popular pro-Russian government in Germany 
would thereby be prejudiced. A flexible policy, according 
to which the oonscrlpted workers would be released, as 
developments in Germany warranted, might be adopted. The 
possibility should be reckoned with alao that foroed 
labor might be confined to Hasis. 

Significantly, there is no evidence that the Rus¬ 
sians requested labor payments for the settlement of their 
reparations bill to Finland or to Rumania. 
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collection or reparation® from cur¬ 
rent output rather than from Germany* a stook of a tending 
machinery and equipment* In determining the relative 
amounts of reparatldna to be eolleoted from theae two 
sources, the Ruaalane will be guided mainly by the follow¬ 
ing potentially divergent considerations: 

a. Germany's oapaoity to continue payments, in 
lines in which Russia Is interested, might be reduced by 
transfers of standing oapltal goods; on the other hand 
there may be some lines, such as machine tools, where 
Germany's stock of capital goods on hand will be exces¬ 
sive in relation to the likely postwar production require- . 
menta, even inoludlng requirements for reparations payments. 

b. Germany* s oapaoity to produoe machinery and 
equipment is large in relation to Russia's potential 
reconstruction requirements* In 1038 the Old Reloh pro¬ 
duced about 5 billion dollars in maohlneryand vehides 
and another 2 billion dollars in eleotrleal equipment* 1/ 
Probably the damage sustained during the war will more 
than offset the further expansion of the maohlne construc¬ 
tion industry after 1098, so that the poat-hoatilltlea 
oapaoity will he less than that of 1938. The total war¬ 
time destruction of Russian machinery and equipment, 
however, probably does not exceed 7 billion dollars. When 
it is considered that the Russian machine construction 
Industry Itself will be geared to replace a substantial 
part of this destruction, it is doubtful whether there 
will be any pressing need for the Russians to requisition 
large quantities of Gorman oapltal goods on hand. 

o. If large quantities of machinery and equipment 
were requisitioned from German stocks on hand, Russian 
reconstruction might be accelerated in the immediate post¬ 
war years. 

d. Presumably the weight attaohed to (c) would be 
reduced if large oredlts were available to permit the pur¬ 
chase of newly produoed goods, in the United States. 



1 / Based on estimates of 
Africa Division, OSS* 


Economics Subdivision, Europe- 
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' 6 , Collection of reparations from current output 
over a period of years offers the opportunity to Intro¬ 
duce an element of elasticity In Russia’s polioy toward 
Germany which would be lacking In the oase of an early 
large scale transfer of existing oapital good*. 

f* The wholoaale seizure of German machinery and 
equipment would result In a large amount of unemployment 
among Industrial workers In the Russian zone, as well as 
in the West* 

g. Wholesale seizure of German oapital goods would 
weaken Germany. 

Ihe economist, Varga, has stated that payments 
out of accumulated wealth could take care of only an 
"Insignificant part" of the reparations bill. 1/ Tne 
Russians specifically demanded payment of reparations 
from Finland In the form of paper and pulp, and machinery 
and ships. 2/ Since Finland Is not self—sufficient In 
machinery and her ourrent output of machinery Is small, 
large payments In this form certainly would havo to be 
mot out of stocks on hand. However, this demand on Fin¬ 
land cannot be taken as a precedent for the policy that 
will be pursued with respect to the Germane, who will 
have the capaolty to produce currently large quantities • 
of machinery and equipment for export. 

While pursuing' a polioy of collecting reparations 
mainly out of current output the Russians no doubt will 
be Interested In requisitioning from Germany Inventories 
of machinery and equipment special Items which are 
critically short In Russia, as well as items the 


1/ R & A Kb. 1099, Part II, Appendix A. 
2/ Sec R & A No. 3127. 
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requisition of which would not seriously affect Gorman 
productive capacity In lines the Russians would wish to 
maintain. In particular, the Russians may requisition 
quantities of German agricultural maehlnery, transport 
vehicles, rlvor barges and sea-going ships; also, possi¬ 
bly, special types of machine tools. 

.. „ connection with her expected participation In 

the Par Eact*rn War, the Russians as n matter of course 
will requisition munitions stockrf, as well as munitions 
making equipment, the use cf which will be denied the 
Germans by the disarmament clauses of the armistice. 

furthermore, the foregoing remarice .as to Russia's 
attitude towards the seizure of Germany*a stocks of 
machinery and equipment on hand cannot be taken to apply 
to livestock. Certainly the Puusiena will not be dis¬ 
suaded from requisitioning German livestock herds by the 
aaverse effects on the output of animal products. Possi¬ 
bly, the Russians will also be Interested in German ln- 
venturles of personal and household artlclos. In view 
?; Kusul^s elm of establishing a pro-RusoJr.n government 
in vermany, the Russians might llr.lt the seizures of such 
Inventor-.s to households of thoec .mose potential pro- 
Rusalan orientation was the weakest. 

5 ; f^llVculcr Lomrood 1 r.j<- s oiljnto reat tp.Rusale . The 
commodities which the Uoviet Union will desire from Qer- 
manyifrca either ourront output or stocks on hand) will 
be prlmorily those needed In rebuilding the Soviet econo¬ 
my, and available in inadequate quantities from Russian 
domestic production. Machinery or all kinds. Industrial 
and laboratory equipment, buildlr. e oetoriala, and raw 
materials 3uch as cteel and cement fall into this category, 
as does transport®tier. and corn-tunicatlon equipment of 
many types, and some industrial chemicals. 

A second category of Russian needs consists of 
fooda and consumers* gooes required to Improve the present 
depressed wartime living strndtrdc cf the- Russian people*. 
Russian shortages of meat, fats and olio, auger, clothing, 
furniture, and similar essential commodities will be great 
• it 1 ! > feai ^ ltt3cdi fi^ly following victory, and the USSR 
will bo eager to receive Gertan supplies to help neot her 
noada. 

DS^^SIFIED 
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In determining her policies with respect to the 
collection of reparations out of Germany's current pro¬ 
duction of consumers• goods, the Russians will give due 
consideration to the adverse effect that great exactions 
In this form might have on the strength of pro-Ruaaian 
sentiment Ir. Germany. However, It cannot be expected that 
this consideration would dictate the adoption of a lenient 
policy In this respect. 

The table which follows lists in more dotallod 
fashion the commodities which the USSR will bo most oagor 
to obtain, and those less essential Items In whioh it niay 
also be Interested. 3/ In each case, the commodities 
listed below are believed elthor to be available In 
Germany at present, or at least to have been produced In 
Germany before the war. 

In addition to the commodities listed In the 
table, the USSR might be willing to take some quantities 
of coal and other commodities which she herself produces 
In abundenoe. If by so doing some transport economloa 
could be realized. 

Although tho quantities In which the different 
commodities will be domanded rroa Germany cannot bo esti¬ 
mated on the basis ol* inforaatlon presently available, 
some idea mey be given of the magnitude of the, total 
Russian needs. In tho rield of transport fer exumplo. It 
has been authoritatively estimated that 4.6 million tons 
cf rails will be reculrod to restore Russian railroads to 
their prewar level. 2/ While much of this tonnage will 
undoubtedly bo produced ir. She USSR Itself, It Is very 
llkoly that large amounts will be asked of Germany. Again, 
It Is believed that at th«« and of the war the U33R will 
have at least 6,00v- fewer locomotives than It had at the 
beginning of the struggle, while many of the remaining 


1/ See also Part II of this report. 

2/ Khatchaturov, T. "0. vosstanovloniL 1 neketorykh per- 
spektivakh razvltiya transporta" In Zheleznodorczhnv 
Transport . October 1943. " 
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PRODUCTS THAT RUSSIA MIGHT OBTAIN FROM OERMAiiY IN PAY¬ 
MENT OP REPARATIOnS, RATED Of BASIS OF RUSSIAN NEED 
DURING OCCUPATION PERIOD 


-Priori t: 


»cond Priorit 


Materials: Carbon and alley stael Coke 

Cement 
Brloko 

Synthetic fibers 
Baslo chemicals 
Synthetic rubber 
Leather • 

Food.! 3u«ar Fruits and nuts 

Meat and meat animals 
Fata and oils . 

Me'binary: Textile., leather, shoe Paper and printing 

and clothing noohlnery machinery 
Machine tools Office machinery 

Farm machinery and tractors 
Pood processing machinery 
Electrical machinery and equipment 
Cement machinery 
Class machinery 
Synthotlc rubber producing 
and processing machinery 
Mining and oil machinery 
and equipEint 

Other fabricated - Steel and copper semi- Cutlory 
cnM aemi-fabrl- rabrlcatod products Looses 
on ted products: (sheot. plate, wire, Clocks and watches 

pipe, etc.) Musical instruments 

Plate and window glass Toy? 

Structural steel Comeros 

Stool rails Ceramlo products 

Bearings Brushes 

Railroad locomotives, Paints and inks 
freight and passenger Soap 
•cars 
Ships 

Trucks and automobiles and apart parts 
Optical glass and precision equipment 
Purnitur* 

Shoea and clothing 
Chemical products including 
fertilizers, insecticides, 
pharmaceuticals, and induj- 
* trial chemicals 

Tires and other rubber predicts 
Laboratory equipment 

Industrial boilers and heat transfer equipment 
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probably be old end worn and will require 
—£! ?£*..*• f 000 •; PMolble. y Due to difference m 

Russian. of oourse would not be greatly inter.e- 
J rttnsf#p ot railroad equipment to 

* oh f^8° ln 6«ugs, »»en of looomotlvea, 
vcxild not bo impossible. * 

In tho field of farm machinery, the USSR will havo 
tx^mendoxieneeda after the war. Entering tho oonfllot 
lth 52 ?'P°° tract ora, the Russians have now gone three 
years with acarcely any new tractor output, ao that at the 

?? r J? 8 ! owlng campaign of 1044, only 200,000 
tractors were available for work on faraa. Similar noeda 
new farm equipment of every type. 2/ 

With reapect to food and textllee, the Russian 
situation In the poatwar period will be very tight. Rua- 
alon Lend-Lease Imports of more than a quarter of a million 
tons of meats, of fata and oils, and of sugar during 1943/44. 
for example, Indicate how short Ruaalan supplies are at 
present, even for tho maintenance of minimum wartime dieta¬ 
ry standards; any effort to improve the Russian diet from 

^rti°!!r W ?H! lm0 e l0 M el8 i/ a £ tOr vlctor * wil l require large im- 
K foods. 3/ Because of the Iona period required 

f th ? llv !f too S Russia will be eapeolally 

interested In importing breeding cattle aa well as animal 
products. Since a relatively rapid recovery of Russian 
grain production la likely, there probably will not be a 
pressing need to Import much East German grain. 


tlona from Germany will be financial in nature. One ques¬ 
tion is basic: at what prices shall particular German goods 
(and services) be valued when submitted ln payment. 


Presumably the problem of the valuation of payments 
In goods and services will be one involving all the Allied 
nations, and will require agreement among them. Since the 
price mechanism of the Soviet Union differs from that pre¬ 
vailing on world markets and also from that prevailing ln 
the western nations, some means will have been found to 
reconcile the different valuations for the particular com¬ 
modities which will be delivered. 


Estimate by the Transport Section, USSR Division, OSS. 

R & A No. 1356.5. 

Cf. R & A Ho. 2060. ’ • 
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D. Economic Relationa of Russian Zone to Other Zones 

li Prewar Trade Relationa between Eastern and Western 
Germany and yartlne~ Developments : 6nce the whole" of^' 
Germany has been ocoupled tjy the foroea of the different 
allies, the problem of economic relations between the 
aones occupied by different powers will beoome one of the 
utmost importance. Of chief ooncern in -this connection 
is the exchange of goods between the zones. Some notion 
of the importance of this interchange may be obtained 
from the oooaapanying table which shows the net imports 
«*nd exports of goods, for Eastern and Western Germany, 
in 1936. The boundary between the two regions considered, 
which is believed to correspond roughly to thatwhloh 
will delimit the Russian frbo the Amerioan and British 
Occupation Zones, is far enough to the West of the Kibe 
to plnoe most of the Central Industrial Region of Germany 
in the Eastern Region, 1/ Por the purposes of»*the cal¬ 
culations in the Table the. province of Berlin is lncludod 
in the Eastern Region, although this provinoo is expected 
to be administered as an international zone. 

The trade statistics 2/ reflect at once the basio 
differences between the economies of the Eastern and 
Western Regions. Despite tho fact that the Eastern re¬ 
gion, as delimited here, includes the industrial popula¬ 
tions of Berlin, the Central Industrial Region and 
Silesia, the East Elblon grain and potato surpluses ore 
big enough to permit large net shipments out of the area 
as n whole. The Western Region, where the main centers 
of Oennon heavy industry Are located, imported somewhat 
larger quantities of grain and potatoes than tho Eastern 
Region exported. Both regions were net importers of 
animal products, but the deficiency in the Western Region, 
which includes the Important livestock areas of Holstein, 
Hanover and Oldenburg, was less than that of the Eastern. 


4 / The administrative areas constituting the Eastern and 
estern Reglone are listed in a note appended to the 
accompanying table. 

2 / , It should bo noted thet the trade statistics in the table 
cover only products whloh were shipped by rail and water. 
However, the failure to oover motor freight is not considered 
serious since in 1937 the total German tonnage carried in 
long distance truckinC (i.e. over 80-kilometers) came to 
only 3.3% of the tonnage berried by the Reichsbahn. More 
important is tho fact that only shipments exceeding 500 
kilograms are included. This limitation Operateo to exclude 
certain connodltles particularly wearing apparel —, 
individual shipments of which norma7ly are small. 


dMSPFIep 





fijlwesiFi® 1 


- 26 


NET. IN TBRRSGIOSAL SHIPMENTS OF VARIOUS GR04JP3 OF 
COMMODITIES BETWEEN EASTERN AND WESTERN GERMANY, 1936 a/ 
• —(All fl^uroa in 1,000 tona) • 


:Baa tarn 
:Net In— 
:coxing 




going jooming goi 

<»> » (3 > < 


:coming going 

-= ( 5 ) ( 6 ) 


Foodatuffs : . 

■•'{eat, fish and 
dairy • . 400 

Graina, legumes 
and potatoes 
Pruito and freoh 
vegetables 458 

Olaogenous voge- 
tablea 179 

Sugar boots, coffee, 
raw tobacao, unl- 
mal and plant raw 
mata. n.a.a. 121 

Total unprepared 
foodstuffs 
Raw augur and aralt 
Dairy products, fata 
and oils 310 

Plour, refined sugar 
and starch 
Wine, boor, and 
apirlta 62 

Food n,o.s. 119 

Tbtal prcooasod 
foods 

Tbtol feeds 
Salt d/ 

F odder and Fe.-tlllsar : 
Fodder and feed 419 
Fertiliser 169 

Total 578 

Iron Ore, Serna and 
Slag 302 


139 

2,051 2,679 

697 
1,479 


893 

210 


625 


137 

1,240 

69C 


732 

5,726 

216 

ieo 

559 

2 

70 

790 

6,734 


49 


19,703 


179 


1,200 

1,151 


639 

629 

1,155 

1,658 

852 

4,033 

3 

470 

69 

' 63 

187 

649 

6,490 

468 


2C,005 


776 


1,041 

573 
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Iron and Steol 
Products : 

Bloat fumaoj 
and rolling 

mill products 2,582 

Machinery and 
apparatus In¬ 
cluding trans¬ 
port equipment 
Other Iron and 
stool finished 
good3 347 

Ibtal 2,848 

Non-ferrous Metal 
Products and Ores ; 
lion-ferrous ores 
. and scrap (copper, 
pyrltos, beauxlte 
and othera) 982 

Non-ferrouo metals 95 

Seml-finishod and 
finished products 
of non-fsrroua 
motal 

Total 1,019 

Industrial Products 
n.e.s. 75 


3,417 

171 


3,491 


4,987 


2, 405 


1,118 

6,541 


771 

3,693 


4,399 

266 


97 . 155 

4,510 


>.al. Coal Products 
and Peat 
bituminous coal, 
briqusttos and 
ooks 4 

Brown coal, bri¬ 
quettes and 
ooks 
Peat 

Total 3 


4,933 



35,940 

31,009 

124 

3,837 

1,220 

1,785 

214 

34,369 

565 

*9(- 

30,534 
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Finished 

products 

Total 


Stone. Clay, Qlaa 

^Tmary E products 
Fin is hod goods 
Total 


Excludi 
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Wood ana Wood 
Pro due tT : 

Tlmbor 1,803 

Intermediate 

wood products 464 e/ 

Finished wood and 
paper produetn 

Total 1.959 


843 

2,031 

2,074 


4,620 

685 

5,305 


179 


672 

15 

687 


1,161 
707 •/ 

1C9 

1,759 


418 


641 


229 

9 

238 


1,574 


2,689 

3,863 


901 

24 

925 


2,964 

1,170 

3,716 


2,222 

452 

2,674 


720 


Leather and Tex¬ 


tiles : 

Raw matex'lala 
Yarn and 
loather 
Total 
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a/ Adapted from figures In Inter-Regional lrade In 

3 rr.cn y . R it A No. 2470, 5 September 1944. The 

gursa wore oonplled from German railway and water¬ 
way traffic atatiatica. 

b/ Inoludea Regions 1 and V in R & A No. 2470, which 
are delimited as follows: 

Region I * y 

Mecklenburg (without harbors from Roatock to border 
cf 3cnlea*ilg-Holatein) 

Lowor Silesia (excluding Breaiau) 

Berlin ' - 

Brandenburg 

Mogdeburg-Anbalt 

Merseburg, Krfut, etc. 

Thflringen 

Sachsen 

Region V 

. Eaat Pruoola 

Kdnigoberg, Pollau and Gibing 
Pommom • • 

Pomooranian Harboro . i 

Poaen-tVeatpreuason 

Upper Sileeltt 

Bra vlau 

c/ includes Regions II, III, ur.d IV In R & A No. 2470, 
which are delimited as fallows: 

Region II 

Harbors Rostock to Plenaburg 

Schleswig Holst-jlr 

ElbhUfen 

tVeoerhfifen 

Emahflfen 

Oldenburg, Ldne'ourg, etc 

Hannover, hlideaheia, Braucacbtcig etc. 
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Region III 

Hoasen-fiaaaau and Oberheaaen 
Frankfurt/Main 
• Ruhrgebiot in Westphalia 
Ruhrgebiot In Rbelnprovinz 

Weatphalen, Llppe • * 

Rbelnprovinz . ' 

Kflln - 

Saarland 

Dulaburg, Hochfold, Ruhrort 
Bavarian Pfalz (without Ludwigphafon) 

Heaaen . . 

Region IV 

Baden 

llannhelo, Ludwlgahafen 
Wflrttenbbrg and Hohenzollern 
Southern Bavaria 

Munich • • 

Northern Bavaria 

d/ Includes largo account of salt used Indue trie lly. 

a/ Includoa collul ae, woodpulp, oto., which are used 
In part for the manufacture of artificial flbora. 
The amount j are 175,OCO and 337,000 tone In Regions 
IV and V, reapootlvely. 
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Apert from Siloela, the induetrial centers located 
In the Eastern Region were primarily fabricators. The 
region os a whole Imported, from the West and from abroad, 
large quantities of fuel. Industrial raw materials and 
semi -fabricated goods. - The' Easfeorn Region was a large 
scale Importer of blast-furnace and rolling-mill products 
and‘of coal; it produced a.surplus — relatively small as 
compared with that of the Western Region — of machinery 
and equipment (however, this comparison is based on tonnage 
statistics! in view of the relative importance In the 
Eastern Region of Industries producing highly fabricated 
products, a comparison based on the money value of ship¬ 
ments might show relatively largor exports from this 
region.); and it was a major exporter of chemical products. 

The Eastern Region was on importer and the Western Region 
on exporter of building materials. Both regions imported 
leather and textiles, but the Eastern Region, containing 
the great textile conters of saxony, on a smaller soale. 

The regional dispersion of Oerman Industry undoubtedly 
has been altered considerably during the war, with the result 
that the Eastern Region probably fabricates metal products 
on a larger scale than previously. At the same time the 
ravages of war hove so for been felt primarily In the West, 
and because of the central looatlon of a substantial part 
of the industries of the Eastorn Region, this region Is 
less vulnerable to industrial damage from current and pro¬ 
spective ground operations than la the Woatorn Roglon. 

' But the baslo differences between tho economies 
of the Eastern and Woatorn Regions, which are fixed by 
differences in their natural resources and other relatively 
permanent factors, will not be appreciably affeetod by the 
war; end unlees hostilities are prolonged beyond present 
expectations it 13 safe to say that after tho war the’ 

Western Region will still be not only the main source of 
fuel and industrial raw materials for Oerman industry as 
a wholo, but will also have a capacity for fabricating 
finished as well os seai-finlshed metal goods on a much 
larger soale than the East, 

Thus, on the extreme assumption that all economic 
intercourse between the Eastern and Western Regions were 
out off after occupation, it is clear that the USSR, while 
finding a surplus of food in its area, would find much of 
the industry and labor of the Eastern Region Idle, while at 
the same time the great metal producing and fabricating 
capacity of the West would be denied to Russia, The alllos 
in the Western Region, on the other hand, would be faced 
with the problem of supplying food to the’ population 
there, and at the same time would be oonfronted with the 
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Hobson's choioe of either finding on outlet for the great 
industrial aurplusos of the area, or of administering the 
occupation successfully In the fee© of a vast army of 
unemployed. 

2, Russia's Attitude Toyordc Trade Be tween the Bantor n 
and Y/cst er n ^on eai Fresumablyj at some' early date, inter-' 
zono 'fcrado in the period of military occupation will bo 
the subject of on agreement among the allies. 

Russia's attitude'in this matter will bo determined 
by the following coneiderccions: 

u. Russian unwillingness to permit trade on a soale 
sufficient to supply the wr.estom z nee with minimum essen¬ 
tial quantities of foodstuffs would tond to weaken inter¬ 
allied collaboration. 

b. with the rapid recovery that probably Vlll take 
place In thoir own grain position in the USSR, the Russians 
may not fool a pressing neod Lc ship t.ie Bast-00r.stn. surplus tc 
Russia. The possibility should bo envisaged, though, that 
tho Russians v/ill requisition Eant-Gcrman livestock on a 
largo scale. 

o. Tho Russians will be grontly interested in obtain¬ 
ing the output of tho heavy industries concentrated in 
Western Germany, both for their own direct use and for tho 
use of those fabricating industries in Central and Eastern 
Germany which will produco for tho Russians. 

d. For administrative end particularly for political 
reasons, the Russians probably will bo interested in socing 
that economic activity in their zone is maintained at a 
level tolorable to tho working population th3re. 

a. The Russians are reported to have proposed that, 
in tho final postwar settlement, a large sector of Eastern 
Gormony (up to the Odor River; be transferred to Poland. 1/ 
Should tho Russlant continue to push this policy, they may 
wish to prepare for the change lr. 3ovsreIgnty, during th* 
occupation poriod’, by channelizing eastward the economic 
relations of the region oast of the Oder. 


1/ R & A Ko. 1785.16 
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At fchla Juncture, it seems probable that considera¬ 
tions (a), (b), (c), and (d) will outweigh (e), and that 
tb.e Hus elans will favor a iinitod intox*zonal exchange of 
goofcs between East and West. 

Sinco the Western zone will be the min source of 
commodities in which reparation con be expected to be paid, 
"foreign" exports will exceed imports ef thin region to a 
groater extent than will be the case In the Russian zone 
of occupation. 

This implies that — unlpss some special interregional 
adjustments aro made — the repartition burden will weigh more 
heavily on the Western chnn on the-Eastern Germans. 
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19 October 1944 


Miss Grace Tully 
The White House 
Washington, D. C. 

Dear Grace: 


I believe the President will be interested 
in the attached dispatch. Will you kindly see that it 
reaches his desk. 

Thank you. 

Sincerely, 

William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 
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19 October 1944 


MEMORANDUM FOR THE HffiSIDROT 

I believe you will be interested in the following 
dispatch which we have received from our representative 
in Bagdad concerning the situation in Iraq: 

"This week the Arab newspapers in Iraq are full 
of enthusiasm for the Arab union. They are ringing 
the chimes for the birth of the league in Alexandria. 

The greater part of the press is emphasizing that 
this means a certain 'death blow to the tribulations 
of the little nations at the hands of Middle Eastern 
imperialism.' According to one leading editorial, 'The 
Arabs are now waiting for their powerful American friend 
to lend them equally powerful backing for the plan for 
an Arab union and also for an Arab Palestine. As is well- 
known, the Arab is faithful and loyal only to those 
who treat him with justice. America's unique opportunity 
lies before her.' 
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"In the holy city Cerbola, the Ghia leading divines, 
who had been strenuously against an iirab League, are now 
waking up to the fact, too late, that they are not repre¬ 
sented in the government and are making a plea at once 
to the government to allow them to participate in the 
Council. 

"The following is quoted from an Arabic broadcast 
on the Berlin radio: 'It is notorious that the news¬ 
papers in Iraq fulfill no other function than that of 
a tool for British propaganda and that they are completely 
dominated by the British. 1 ■ 

nilliam J. Donovan 
Director 
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19 October 1944 


Mbs Grace Tully 
The White House 
Washington, D. C. 

Dear Grace: 

I believe the President Mill be interested 
in the attached report. Will you kindly see that it 
reaches his desk. 

Thank you. 


bincerely, 


william J. Donovan 
Director 
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19 October 1944 


' MEMORANDUM FOR THE PRESIDENT 

The following report has been forwarded to us 
by our representative in Bucharest: 

"Roumanian largest newspaper, 'Universal' has 
been suppressed by the Press Section of the Russian 
Armistice Commission. The real reason behind the 
suppression is not clear, though the reason that was 
given was that the paper had printed the obituary of 
a son of Antonescu some three weeks ago. The editor, 
Lugosianu, is suspected of having been on too friendly 
terns with Antonescu. The Roumanians fear that the 
Russian action has been taken to strengthen the power 
and influence of the Communist press." 

In connection with the above report our repre¬ 
sentative at Bari comments that reference should be 
made to Article 16 of the Ailied-Roumanian Armistice 
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Agreement which gave c 
radio to the Russians. 
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19 October 1944 


Mies Grace Tully 
The White House 
Washington, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. Will you kindly see that it 
reaches his desk. 

Thank you. 

Sincerely, 

Williaa J. Donovan 
Director 
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19 October 1944 

MEMORANDUM FOR THE PRESIDENT 

The following report concerning the Russian advance 
toward Budapest was forwarded to us by our representative 
in Bucharest: 

"As of before noon on October 12 it is estimated 
that it will take from between 24 to 48 hours for the 
Russian spearhead to reach Budapest. Infantry can fol¬ 
low within 2 days provided there is no resistance in 
city. The Russian headquarters should move in within 
3 to 4 days later. . 

"A later report states that mud and rain are making 
ground operations difficult. 10 locomotives, 100 rail¬ 
way cars, and 100 guns of different calibre have been 
taken with the capture of Szeded. Forces at Subotica, 
which was also captured, will probably spread out in 
all directions while those at Kecskeatt may go west in 
order to cut roads going north to Budapest. Russians 
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striking from the north have almost surrounded enemy 
troops in Oradea Pocket. There are no other changes 
except that the Russians are advancing on the eastern 
sector through Carpathians and are nearing Bistrita." 

, William J. Donovan 

• Director 
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19 October 19U 


Miss Grace Tully 
The nrhite House 
Washington, D. C. 

Dear Grace: 

• I believe the President will be interested 

in the attached dispatch. Will you kindly see that 
it reaches his desk. 

Thank you. 

Sincerely, 

William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 

WASHINQtON. D.C. 

19 October 1944 

MEMORANDUM FOR THE PRESIDENT 

I believe you will be interested in the following 
dispatch which was forwarded to us by our representative 
in Cairo: 

"It is reported that on October 9 the British Am¬ 
bassador was handed Iran's decision to break off all 
negotiations relating to concessions. He was requested 
to communicate it to the Americans and Russians. Ac¬ 
cording to the same source, a recent note from Moscow 
contains the accusation that the Millspaugh Mission is 
interfering with closer relations between Iran and 
Russia. On Monday, Millspaugh wrote to Ehtehaj, reliev¬ 
ing him of duties as Hvry Bank (sic). 

"It is considered likely that the Lebanese Govern¬ 
ment will follow the example of the Syrian and collapse. 
Leila states from Cairo that the Arab conference is not 
the reason for the collapse if Jabri succeeds himself 
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but that the conference is doomed if tfardam comes to 
power.■ 


William J. Donovan 
Director 
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OFFICE OF STRATEGIC SE|4j|sUI-WWt 
WASHINGTON. D. C. 

20 October 1944 


Miss Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 

I believe that the enclosed memorandum would 
be of interest to the President. Would you please see 
that it is called to his attention. 

Thank you. 

Sincerely, 

William J. Donovan 
Director 

Enclosure 
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MEMORANDUM FOR THE PRESIDENT 

On 22 September, we sent you a report of a discussion 
between a representative of this office and an agent of 
Neubacher, Ribbentrop's political and diplomatic representa¬ 
tive in the Balkans. 

Previously, on 13 September, we had sent to General 
Deane in Moscow a report of two earlier conversations be¬ 


OFFICE OF STRATEGIC SERVICES 

WASHINGTON. D. C. 
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20 October 19U 


tween these persons, to the following effect: 

■Neubacher*s agent contacted our representative 
on 5 September, stating that if the Allies 
would allow the Germans to retreat to the 
line of the Danube and Sava rivers, Germany 
would use her troops to fight the Soviets. 

Our representative immediately replied that 
he would not enter into any conversation 
founded on deceit and Allied discord, but 
that he would discuss the termination of 
German resistance in the Balkans and would 

DKCLAssrrns A forward any business-like German proposal 
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Subsequently Neubacher's agent stated that 
Neubacher was planning to see Hitl^and 
would contact our representative again, 
although it was out of question for him 
to discuss surrender. He went on to say 
that guerrilla fighting would continue in 
Germany after the surrender and that many 
Germans, being nihilist already, were 
ripe for Communism.■ 

This information was communicated to the Russians 
by General Deane. You may find it significant that General 
Deane has notified us that General Fit in was grateful for 
the information and has requested more information as it 
becomes available. 
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W i 11 iaa'jI^D^ovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 




20 October 1944 


Miss Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 

I believe that the enclosed memorandum would be 
of interest to the President. Would you please see 
that it is called to his attention. 

Thank you. 


Enclosure 


Sincerely, 

William J. Donovan 
Director 
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MEMORANDUM FOR THE PRESIDENT 


20 October 19U 
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I believe you will be interested in the following 
summary of a report concerning operations of OSS personnel 
in the Balkans: 

On 7 October 1944 six B-17's escorted by two 
squadrons of P-51's left Bari and flew to an agreed point 
in Slovakia, where they remained for three quarters of an 
hour on the ground, returning to Bari that afternoon. The 
personnel delivered on the flight included an intelligence 
team for Budapest, one for Slovakia, and a special operations 
team with medical officer. There was also a photographer to 
record the operation and five officers who returned with the 
planes when the mission was completed. A quantity of supplies 
was landed for Czech resistance groups, including 150 bazookas 
with ammunition, 100 Marlins, 100 Bren machine guns, 75,000 
rounds of amiainition, plastic, and substantial medical supplies 
with food and clothing. Twenty-eight American fliers were 

evacuated, as well as two New Zealand fliers and eight Slovaks 
and Frenchmen. 
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On the sane day. Colonel Huntington, Major Thayer, 
Lt. Callanan, and Sgt. Muselin »ere landed safely in Serbia 
near Valjevo to join Marshall Tito's Headquarters. Their 
equipment included one jeep, with trailer, and 30C0pounds of 
supplies. 

WiIlian J. Donovan 
Director 
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20 October 1944 


Miss Grace Tully 
The White House 
Washington, 25, D. C. 

Dear Grace: 


I believe that the enclosed memorandum 
would be of interest to the President. Would you please 
see that it is called to his attention. 

Thank you. 


Sincerely, 

iicci 

William J. Donovan 
Director 

Enclosure 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

20 October 1944 


MEMORANDUM FOR THE PRESIDENT 

I think you will be interested to know of the follow¬ 
ing results accomplished by some of our operational groups 
during the recent operations in France: 


Germans killed 

461 

Germans wounded 

467 

Germans taken prisoner 

10,021 

Vehicles destroyed 

33 

Bridges destroyed 

32 

Power lines cut 

11 

Roads mined 

17 

Trains destroyed 

2 

Locomotives destroyed 
Aircraft shot down by 

3 

ground fire 

3 




This represents the work of thirteen sections, each of 

which is ordinarily composed of two officers and thirteen 

enlisted men. In each case, the sections were assisted by 

bands of FFI or Maquis whom they trained and led. The 

sections suffered the following casualties: 

Killed 1 Officer and 4 men 

Wounded 1 Officer and 9 men 

Missing 1 Officer 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 


20 October 1944 


Miss Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 

I believe that the enclosed memorandum would 
be of interest to the President. Would you please 
see that it is called to his attention. 

Thank you. 

Sincerely, 

fiUJL 

William J. Donovan 
Director 


Enclosure 
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MEMORANDUM FOR THE PRi 

I believe you will be interested in the following 
extract from a report dated 11 October 1944 by our 
research staff on the "Military Manpower Position of The 
Soviet Union, 1945-1970". 


■It is estimated that the population of the Soviet 
Union within the pre-1939 borders, will number approximately 
171 million persons in January 1945. More than 20 million 
additional persons will become Soviet citizens if the 
Russian boundaries of 1939-41 are re-established. 

"It is estimated that by 1970, the Russian population, 


with the pre-1939 borders, will increase to around 229 millions, 
and within the boundaries presently claimed by the Russians 

f 

to over 250 millions. These estimates, which are based on 
the assumption that the future development of mortality and 
natality in Russia will follow a pattern established in other 
countries, are necessarily subject to a considerable margin 
of error. It is believed, however, that they are more likely 
to understate than to exaggerate the Russian population growth. 
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■The attached table shows the estimated number of Russian 
males available for military service from the age groups 17 
to 49 years and 18 to 38 years within both the pre-1939 and 
1939-1941 boundaries, from 1941 to 1970. The reduction in 
the pool of military manpower from 1941 to 1945 is considerably 
less than the total casualties the Russians have sustained, 
for the reason that the classes of males reaching military 
age during the war have been very large. 

■In terms of prime military manpower, the 18 to 38 
year age group, the Soviet Union wili be 40 percent stronger 
in 1970 than in 1941." 

William J. Donovan 
• Director 
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ESTIMATED NUMBER OF MAIJB OF MILITARY AGE IN THE 
SOVIET UNION, 1945 TO 1970 


Within the pre-1939 boundaries 


Age 

1941 

1945 

1950 

1955 

I960 

1965 

1970 

17 to 49 
years 

39.3 

37.8 

41.7 

45.4 

47.6 

50.1 

54.7 

18 to 38 
years 

29.1 

25.7 

27.8 

30.2 

33.7 

35.3 

36.9 



Within the 1939-41 boundaries 



Age 

1945 

1950 

1955 

I960 

1965 

1970 


17 to 49 
years 

42.5 

46.7 

50.4 

52.5 

55.3 

60.3 


18 to 38 
years 

29.0 

31.1 

33.6 

37.2 

38.9 

40.7 
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Miss Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 


20 October 1944 


I believe that the enclosed aemorandua would 
be of interest to the President. Would you please 
see that it is called to his attention. 

Thank you. 


Enclosure 


Sincerely, 


Willian 


mu 

iam J. Donovan 


Director 
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WASHINGTON. D. G. 

20 October 1944 

Miss Grace Tuliy 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached reports. Will you kindly see 
that they reach his desk. 

Thank you. 

Sincerely, 



niliiujfi J. Conovan 

Director 

i 
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OFFICE OF STRATEGIC SERVICES 

WASHINGTON. D. C. 

20 October 1944 

MEMORANDUM FOR THE PRESIDENT 

I am enclosing an interesting series of 
reports which we have received concerning the 
situation in Hungary as of the first week in 
October. These reports which were obtained from 
an agent inside Germany were forwarded to us 
through our representative in Bern. 



William J. Donovan 
Director 
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A high German official is said to have summarized 
the political situation in Hungary as of the first week 
in October 1944* as follows: 

Premier Lakatos has again requested the Plenipoten¬ 
tiary, Commander of the German Wehraacht in Hungary, to 
send into action at least some of the German Panzer brig¬ 
ades in order to reassure the people and the Hungarian 
troops at the front. Lakatos is dissatisfied and fears 
that the assistance he has been promised will arrive too 
late. He feels that the concentration of Nazi forces in 
Hungary, particularly in Biriapest, fulfills political 
ends only. 

The Premier is said to have received information that 
the rightist political parties in Hungary were planning 
soon to depose the government by violence, allegedly with 
the backing of Germany. He cautions against such a move 
stating that it would have extremely unfortunate conse¬ 
quences upon the front. He declares that he would swear 
by his own life that his regime has done nothing without 
the knowledge and approval of Germany, and protests inno- 
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to certain important people in the Regents palace. 
Lakatos asks Germany to have confidence in Hungary, and 
in him personally, as he has worked only to maintain 
Hungary's power of resistance. Lakatos recently made a 
spirited address to an infantry battalion at headquarters 
and urged the men to obey their leaders' orders, even 
against internal political foes whose operations were 
protected by a foreign country. The Budapest police 
has been placed on the alert. A state of alarm has been 
proclaimed in police quarters and officers are not 
permitted to leave. Hussar units have been sent to 
reinforce the guard at the Regent's palace and the bat- 
• talion of bodyguard troops has been armed with machine 

guns. The city of Budapest itself is calm. 




The following statements are said to have been made 
by Weesenmayer, German Minister to Hungary, in the first 
week of October 1944: 

General von Greiffenberg, German Military Attache in 
Budapest, declared that the order for the recall of 
Heszleny* was before Regent Horthy for signature but that 
Horthy had not yet reached a final decision in the matter. 

Farago** is said to have been seen in the Regent's 
Palace around the first of the month. It is therefore 
inferred that the rumor to the effect that a delegation 
was being sent to Moscow by way of Slovakia was incorrect, 
at least in its details. 

The armed patrol boats of the Hungarian Danube have 
reached Budapest. Weesenmayer commented that he had been 
given to understand from military sources that this was 
contary to an explicit German wish. 


* This is believed to be Lt. General Josef Heszlenyi, who 
was known to be Commander of the Fourth Army Corps in 
September 1943. In September 1944* it was announced in 
Germany that Heszlenyi had distinguished himself in fighting. 
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** This is believed to be Lt. Field Marshal Gabor Faragho 
who is Inspector of the Gendarmerie. He was formerly 
Military Attache to Moscow. 
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The first week of October 1944. the Germans are 
said to have been informed that Bardossy and Tasnadi- 
Nagy* were the leaders of a Hungarian National Committee 
which was established on 30 September 1944. Its member¬ 
ship includes Laszlo Baky, Daniel Mocsary,* Andor Jaross,* 
Jurcsek, Major-General Jeno Ruszkay, Ratz,* a member of 
the Arrow Cross Party, and Mihai Teleki.** Laszlo 
Farago*** will be asked to join. They are said to have 
established contact with Major Ferenc Szalasi, head of 
the Arrow Cross Party. 

They intend that Jaross, Tasnadi-Nagy, Szollosi, a 
leader of the Arrow Cross Party and Bardossy should come 
out with a statement that the Horthy regime should be 
reorganized on the basis of this committee of the above 


* Members of Parliament. 

** Probably Count Teleki, President of MEP (Government) 
Party. 

*** Unidentified. 
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four leaders and, in addition, Reka from the Nazi 
Party,**** Brody from the Ruthenian Party, Nyiro from 
the Transylvanian Party, Uecser who is a Stammdeutscher 
deputy, Rajnis a member of Parliament and Szalasi. 

Tasnadi-Nagy has already taken all necessary steps 
for the immediate convocation of the Parliament. It 
is thought that this group intends to form a broad 
National Socialist grouping in the fora of a National 
Coalition Party. Their principal purpose appears to 
be to prevent a Szalasi Cabinet from being established 
or, at least, to give it a substantial "bourgeois" 
orientation. Ruszkay is said to be the most energetic 
person on the committee. « » 

I I 

The Germans are said to be considering taking the 
matter up with Szalasi. However, they feel that it may 
be advisable to allow this group to carry out its plans, 
either as a test to observe the reaction of Horthy and 
the government, or as a front for other plans. 




:d 


**** Probably Andreka of the Hungarian National Socialist 
Party. 


The beginning of October 1944, Weesenmayer, German 
Ambassador to Hungary is reported to have had a lengthy 
discussion with Premier Lakatos. The latter is said to 
have inquired as to when Germany would render military 
aid to Hungary and when some of the Senate and Parliament 
members would be freed, as had been promised. Weesenmayer's 
reply was that it took some time to convert two Panzer 
Brigades into Panzer Divisions. In answer to Lakatos' 
second question, he stated that Winkelmann* had been 
granted freedom of action by Kaltenbrunner** and that 
Windelmann and Weesenmayer had jointly prepared a list of 
ten to twelve harmless persons to be released. However, 
it appears that the German Ambassador had not yet received 
permission to release these people at that time. 

Weesenmayer also informed the Premier that he had not 
had an interview with Hitler during his visit to headquarters 
a short time ago because Hitler was away for a few days. 
However, he stated that he still kept his plane in Braiapest 
and might at any moment be requested to make another visit to 

♦Replaced Kaltenbrunner as Himmler's representative in Hungary 


♦♦Reported to have moved to Rumania. 





headquarters. 



Premier Lakatos is reported to have given Weesenmayer 
his solemn oath that he had no knowledge of any negotia¬ 
tions by Hungarian representatives with either the Anglo- 
American powers or with the Soviet Union, and that no 
such negotiations would take place if he was aware of it. 
The German Ambassador replied that the Germans were 
suspicious because of the numerous arbitrary and peculiar 
steps which the Palace was permitting itself. The Premier 
answered that he considered that the German delay as 
regards the military situation was the cause of this sus¬ 
picion. However, Weesenmayer replied that the situation 
was just the reverse and that the German caution in con¬ 
nection with the government was required by the serious 
nature of the military picture for the time being. 

Weesenmayer is said to have had the feeling that 
Premier Lakatos was not frank with him on some matters. 








HORTBY TATfs PRECADTTOHS 


In the first seek of October 1944, a reliable source 
in Vienna stated that Horthy, the Hungarian Regent, .as 
concentrating Hite units around Briapest. Horthy is said 
to hare explained this action by s V ing that it was a 
precaution against a coup d'etat by an inner group. 


MT 



OFFICE OF STRATEGIC SERVijP^^^ML 
WASHINGTON. D.C. 


21 October 1944 


Miss Grace Tully 
White House 
Washington, D. C. 

Dear Grace: 

I believe that the enclosed memorandum 
would be of interest to the President. Would you 
please see that it is called to his attention. 
Thank you. 


Sincerely, 

due 

William J. Donovan 
Director 

Enclosure 
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20 October 1944 


MEMORANDUM FOR THE PRESIDENT 

I think you will be interested to read the following 
extract from a report dated 27 September 1944 on "Hungary*s 
Annual Capacity to Pay Reparations". The report was prepared 
by the OSS research staff. 

"The value figures in this report are expressed 
in 1936-37 Hungarian prices, translated into dollars at the 
rate of exchange prevailing in that year. 

"On the basis of national income figures, it is 
estimated that Hungary could pay on reparations account a 
maximum of about *210 million annually, but for a short 
period only, and with the domestic standard of living held 
to the level prevailing at the depth of the depression. 

"A better appraisal of Hungary*s capacity to 
pay reparations may be gained from an examination of the 
pre-war export pattern. Such an examination, excluding the 
transfer of existing assets and the use of Hungarian labor 
for reconstruction, indicates that Hungary could export 
about $50 million a year on reparations account. 

"This estimate presumes that the Hungarian 

mrnmii 
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economy is not carefully re-organized in the interest of maxim¬ 
izing reparations. With efficient and drastic control the 
amount of possible reparations might be substantially increased. 


William J. Donovan 
Director 
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OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

21 October 1944 


Miss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report, fill you kindly see 
that it reaches his desk. 

Thank you. 

Sincerely, 

fid* • 

nilli«un J. Donovan 
Director 

% 
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I believe you will be interested in the following 
dispatch which we have just received from our repre¬ 
sentative at Caserta: 

"1. Firing by Italian troops on thousands of 
labor demonstrators in general strike of municipal 
and state employees in which hundreds were wounded 
and many killed. Machine guns and hand grenades used 
by soldiers. Main streets of Palermo blockaded. As 
workers demonstrate for bread, work and higher wages, 
the disorder localized in center of city. 

"2. Official estimate of casualties in Palermo 
noonday massacre set at 162, with 16 dead (expected to 
be increased), 137 civilians wounded and 11 Italian 
military. Hall of casualties are children. These 
figures do not include those hurt in stampede. Shrapnel 
in back accounted for most of wounded. There were a 
number of decapitations. KUSB 
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"3. Breaking of windows in prefecture area 
signal for fire of troops, which was indiscriminate. 
Blame laid by majority on Italian troops for firing 
on mob demonstrating for work, higher wages and bread. 

"4- Comparative order restored with cordon of 
troops holding off estimated crowd of 5,000 from pre¬ 
fecture area, but outbreak of disorder predicted after 
dark by civilian population which holds Sabauda 
Brigade responsible and against whom they swear 
vendetta. 

"5. Four days of labor agitation led up to this 
climax." 

9 " 
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William J. Donovan 
Director 
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WASHINGTON. D. C. 


««et 


21 October 1944 


OSS 


UEMORANDOM FOR THE PRESIDENT 

There follows a summary of a report prepared by the 
OSS research staff, "The Political Organisation of French 
Prisoners and Deportees". 

The more than two million French prisoners of war 
and deportees will probably form an important, conservative 
political bloc upon their return to France. Already they 
are represented in France by a single national organization. 


the Mouveqeflt National de.s Prisonnie rs d e_Guer re et flap 
Deporte 3 (MNPGD), which has built up a variety of services 
and maintained underground contacts with the camps in Germany. 
The Commissariat of Prisoners, Deportees and Refugees in the 
De Gaulle Comm ittee, ^headed by Henri Frenay, has prepared 
a long-range program for their repatriation and rehabilitation. 



The functions of Frenay*s 


Commissariat are (1) to furnish moral and material aid to 


these groups and their families; (2) to organize and execute 
their repatriation; and (3) to prepare for their reintegration 


into the national life and "safeguard their rights". It has 


two sections. One section helps families of prisoners and 
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refugees, sends packages to prisoners, and maintains rest 
camps and associations for those who have escaped from France. 
The other section is to deal with the movement of French 
nationals from German camps via reception centers in Alsace- 
Lorraine to their homes, the return of displaced persons in 
France to their proper homes, and the removal from France of 
Germans and other foreign groups. This section is divided 
into two branches, one of which will handle all movement 
inside France and does not intend to use UNRRA funds. The 
other branch will concern itself with the international aspects 
of the problem, and presumably will avail itself of UNRRA 
aid. 

In the combat zones the Commissariat will only • 
have a few representatives. In the zones of the interior 
and during the period of actual repatriation it will be 
greatly expanded. 

The Commissariat is formulating ambitious plans 
for the prisoners and deportees. These plans involve medical 
treatment, family adjustment, economic classification, and 
rehabilitation. The Commissariat proposes to hold the return¬ 
ing Frenchmen in reception centers, if necessary, in order 
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adequately to deal with medical or family adjustment problems. 

It plans to repatriate first those who have been away longest 
or who are in the economic categories most needed in France. 

Many of Frenay's critics in the Algiers Assembly agree 
with the desirability of these plans, but voted to cut sharply 
his request for supplementary credits because they felt the • . 
plans impractical. There has also been objection to Frenay's 
policy of urging Frenchmen in Germany to be disciplined, to 
remain quiet and to wait. There have been charges that Frenay 
is using public funds to build a private political association. 

Behind these criticisms is the apparent distrust of 
Frenay shared by Communists, trade-unionists, parliamentarians, 
and certain Gauilists. These persons fear that he may have 
ambitious personal plans for the post-war period. They see 
in his organization and its affiliate, the UNHID, a powerful 
political bloc. They appear concerned with Frenay's Rightist 
political views and fear he may use both the Commissariat and 
the UNFGD to further the political programs of Combat , the 
conservative resistance movement which he led in France. 

The MNFGD The impetus for this movement came from 
Frenchmen in German camps anxious to maintain contacts with 
their homefront resistance groups. By early 1943 the units 

• 
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in France in liaison with the camps had been merged into 
three general associations. On 12 March 1944 these associa¬ 
tions were fused into the UNrtiD. The movement's principal 
officers—a four-man directorate, a secretary-general and 
the chiefs of services—all are escaped prisoners of war. 

Most of them are young men with an aptitude for action and 
discipline which involves a certain contempt for parliamentary 
procedure. Apparently these leaders intend to use their 
organization as a pressure group to obtain the following 
results: a swift and effective purge program in France, 
the continuation of their organization intact, recognition 
of the special sufferings incurred by their membership,• 
appropriate representation in the French Government, the 
enactment of laws safeguarding their special rights and 
interests, and the postponement of all elections (including 
municipal) until after the return of prisoners and deportees. 

Communications with the camps in Germany have been 
almost entirely centralized in the hands of the movement, 
which maintains close liaison with the Commissariat. The 
services conducted by the movement have included propaganda, 
relations with other resistance organizations, economic 
assistance to families of prisoners and deportees, p*patrataoa « 
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of Vichy bureaus concerned with prisoners, and such technical 
functions as assisting escapes and directing actions by the 
French in Germany. An estimated 80,000 French prisoners were 
reported to hare escaped to France by September, 1944. 


0 


William J. Donovan 
Director 





OFFICE OF STRATEGIC SERVICES 

WASHINGTON. D. C. 

• 21 October 1944 
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Miss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested 
in the attached report. Will you kindly see 
that it reaches his desk. 

Thank you. 

Sincerely, 


&oUL 

uilxiam J. Donovan 
Director 
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WASHINGTON. D. C. 
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MEMORANDUM FOR THE PRESIDENT 


I believe you will be interested in the following 
report on political developments in Italy which we 
have just received from our representative in Caserta: 

■1. Saragat on behalf Socialist Party has asked 
Sforza not to accept post for United States so as to 
be available for Prime Minister in event cabinet crisis. 
Sforza replied that he was committed to accept but will 
think matter over. 

"2. Socialists will urge Modigliani for Fascist 
purge commissioner if Sforza leaves. 

"3. Nenni now planning campaign for launching his 
plan advocating Republican alliance. Nenni will pour 
water in his revolutionary wine to entice support of 
left wing groups. 

"4. Communists have not been taken into confidence, 
Nenni wants to retain initiative all for self to show 
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Togliatti, Italians and world public opinion that he 
too can be political strategist and government maker." 


11 


Uiliian J. Donovan 
Director 
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WASHINGTON, D. C. 

21 October 19U 

Miss Grace Tully 
The White House 
Washington 25, D. C. 

Dear Grace: 

I believe the President will be interested 

in the attached report. Will you kindly see 

that it reaches his desk. 

Thank you. 

Sincerely, 

fiUJL 

William J. Donovan 
Director 




OFFICE OF STRATEGIC SERVICES 
WASHINGTON. D. C. 

21 October 1944 
MEMORANDUM FOR THE PRESIDENT 

I believe you will be interested in the following 
dispatch which we have just received from our representa¬ 
tive in Bucharest: 

"A highly reliable and well informed source reports 
that in the late morning of October 17th Niculescu 
Bujusti, Roumanian Foreign Minister called on General 
Vinogroaov, Head of Russian Armistice Control Commission 
and presented strong official protests re suppression 
•of newspaper Universal and National Peasant Party rally 
scheduled for October 15th. He presented fully docu¬ 
mented evidence concerning nature of occurences which 
took place on afternoon of Friday October 13th in front 
of palace and which had been characterized as Russian 
Ordevos pro-Fascist demonstration. At the end of the 


oss 


interview Vinogrodov stated to Bukesti that the ban on 
newspaper Universal would be j.iftea and the paper could 


appear again starting Thursday October 19th. He further 
stated that he would give favorable consideration and 
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early reply to request for lifting suppression political 
allies. He categorically disclaimed Uaniu as Fascist or 
National Peasant Party as Fascist organization. As 
result these statements by Vinogrodov political situation 
here temporarily eased although cabinet crisis continues 
and new government expected to be formed at any moment. 

"The same source, who is strongly anti-Carol and 
pro-Uichael, also reports that news received here to 
the effect that former King Carol has left Mexico on 
Argentine vessel presumably bound for Lisbon is causing 
considerable consternation in all official and unofficial 
circles save only the small clique of individuals who would 
benefit personally from Carol’s return to Roumania. 
According to this source and many other well placed and 
reliable informants, Carol tils the nan most responsible 
for orientation Roumanian foreign policy toward Ger;nany 
and for establishment of Dictatorship and suppression of 
democratic processes in this country. Source expressed 
concern at prospect that Carol's movements might escape 
Allied notice with result he might suddenly arrive Roumania 
and create impression here he had come with full approval 
of the United Nations. 


A 


William J. Donov 
Director 



